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CLOSE ENOUGH TO 


That’s how it seems to most American busi- 
nessmen these days—that the whole world has 
moved right next door to their businesses. And 
it’s no wonder because today, just about every 
phase of American business activity is sensitive 
to conditions and developments throughout the 
rest of. the world. | 

Taxes, prices, materials, markets—these 
and many other things in this country are directly 
affected by ‘‘ups and downs” and “rights and 
lefis’’ in other countries. 

So news from abroad has become an execu- 
tive need—especially news which goes into the 
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economic and political aspects of significant world 
events. Reliable news, usable news, quick-reading 
news. 

Many businessmen have found just that sort 
of news in World Report. You are one of them, so 
you know the value of reading regularly this 
unique magazine which is devoted entirely to 
world-wide news. But aren’t there some of your 
associates who should share your discovery? 

Start a World Report subscription for each 
man in your organization whose job it is to plan 
for future operations. The subscription rate is $4 
for 52 weekly issues. 


"Its good business to watch wold business 


N. W., WASHINGTON 7, D. C. 
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Freight rates from the United States 
to east coast ports of South America are 
lower. Clearing of harbor and dock con- 
gestion at the ports made the reductions 
possible. Surcharges have been reduced 
on cargoes bound for Buenos Aires, 
Montevideo and other River Plate 
ports, and for Rio de Janeiro and Santos 
in Brazil. 
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British workers are producing 6 per 
cent more goods an hour than they did 
before the war. Because they are work- 
ing fewer hours, however, total output 
a man this year is expected to be 7 per 
cent below the 1939 figure. 
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German property seized by the Nazi 
Government in what is now the American 
zone of occupation is to be returned to 
the original owners if they can be found. 
Claims are handled by the Central Filing 
Agency at Bad Nauheim. 
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Clothing for children in Europe and 
Asia is being assembled by Girl Scouts 
in the United States for delivery next 
year. The organization plans to send 100,- 
000 kits, each containing a complete 
summer or winter wardrobe of new or 
fully reconditioned garments. 
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Railway bridges left over from the 
war have been sold by the United States 
to the Philippine Republic. The transac- 
tion involves 202 new spans that can be 
converted to any gauge or adapted for 
use as highway bridges. 
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A new steel industry in Western Can- 
ada will utilize iron ore deposits in British 
Columbia. First plant, a 12-acre rolling 
mill at Vancouver, is scheduled to begin 
operations by the end of January. It will 
have a capacity of more than 20,000 tons 
a year. 
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A trade agreement has been con- 
cluded between Italy and Bulgaria. Chief 
Italian exports to Bulgaria will be ma- 
chinery, textiles and medicines. Bulgaria 
will ship to Italy food, leather, timber 
and tobacco. 
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Liquid fuels that are to be imported 
next year by Argentina will cost more 
than $50 million. Purchases will include 
2,538,070 barrels of crude oil, 10,836,000 
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gallons of aviation gasoline and 216,- 
720,000 gallons of regular gasoline. 
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Trade-marks registered in the United 
States by French or Dutch citizens may 
be renewed if the registrations have ex- 
pired since Sept. 3, 1939. New deadline 
for filing with the United States Patent 
Office is June 30, 1948. 
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Coins worth $2 million, looted by the 
Japanese from the Philippines, China and 
Indochina, have been recovered in Japan 
by American occupation authorities. It 
will be many months, however, before 
the coins can be sorted and returned to 
original owners. 
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Poland's coal output will be bigger 
than the goal of 57,500,000 tons set for 
1947. Production for the year passed 50 


million tons the first week in November. 
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Profits earned in Brazil by citizens of 
other countries may be transferred abroad 
if the investors register with the Bank of 
Brazil before December 31. After that 
date, new capital must be registered 
with the Bank within 30 days in order 
to qualify for profit transfers. 
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Tobacco now growing in the Union of 
South Africa is expected to yield a crop of 
38 million pounds. This will be more than 
8 million pounds more than last sea- 
son's yield, which was cut by excessive 
rainfall. 
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An irrigation tunnel through the Andes 
Mountains is to be built by the Chilean 
Government to make possible cultivation 
of land in the Azapa Valley. Sugar cane 
will be the principal crop, part of a pro- 
gram to make Chile independent of sugar 
imports. The tunnel will be 2% miles long 
at an altitude of 12,000 feet. 
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Swiss visas no longer are required for 
citizens of Western Hemisphere coun- 
tries. Passports are accepted as evidence 
of citizenship. 

© 00 


Rice for China is to be bought in Siam 
by the United States Government. A 
program to purchase 40,000 tons is being 
undertaken by the Commodity Credit 
Corporation. 








Your Stay in Caraeas 
will be both interesting and 
comfortable if you reserve 
accommodations at the 


HOTEL AVILA 
a modern hotel of 120 


rooms, all with private bath 


* 


Located in the highest & coolest section 
of the city—ten minutes from business 
district, quickly reached by Avila com- 
plimentary automobiles. 


American plan—highest quality food— 


courteous service. A distinctive hotel 
in Venezuela’s capital. 


CARTER L. GARDNER, Mer. 


Reservations can be made through 
TIETZE ASSOCIATES 
New York and Miami 














WORLD REPORT 


at Christmas 


Christmas is a time for sharing good 
things. 

And one of the “‘good things’’ you 
have discovered recently is World Re- 
port—with its clear unbiased analysis 
of what's going on in the world, and 
its helpful, time-saving pointing-up of 
how it all will affect us here at home. 

What better way of giving expres- 
sion to the spirit of Christmas than shar- 
ing this “‘good thing’ with your friends 
and business associates by giving them 
a year’s subscription to World Report 
as a Christmas present. 

Send us your Christmas list this week. 
In just the time it takes to write out the 
names and addresses of your friends, 
you will have completed an importani 
part of your holiday shopping. 


CHRISTMAS RATES 
One Year Subscription............................$4 
Additional Subscriptions, each................ $3 


These rates are for the U.S., its possessions, Central 
and South America. Add $1 per subscription for postage 
to Canada and other countries. 


WORLD REPORT 


Circulation Department 
435 PARKER AVENUE, DAYTON 1, OHIO 
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How high can taxes go? That is a question British busiriessmen 
and their customers are beginning to ask. Still taxes go up. On page 5 
of this issue, World Report presents a detailed analysis of Britain’s new 
tax program, who pays the bill and why the Labor Government thinks 
it is necessary. One result of higher taxes may be that more goods from 
Britain soon will be competing for world markets. 


American sales abroad, meanwhile, are dropping off. The de- 
cline in overseas demand began in the summer. It is continuing. A dis- 
patch on page 8 offers an explanation of the slump in American exports 
and gives an advance look at the prospects for next year. Information 
on these pages gives new meaning to the Marshall Plan. 


The “‘Perén Plan” is an Argentine innovation, making its appear- 
ance along with America’s Marshall Plan. Actually, it is Argentina’s bid 
to build up its own world trade at a time when many countries are in 
need of help. The chances of making good on this ambitious under- 
taking are set forth in a dispatch from Buenos Aires on page 14. 


Democracy in Japan is running into all sorts of trouble. Some 
Japanese are using the Constitution Americans wrote for them to attack 
the democratic laws sponsored by U. S. occupation policy. On page 16 
of this issue, you get a detailed account of these little-noticed efforts 
to sabotage the basis of General of the Army Douglas MacArthur’s pro- 
gram and an appraisal of the instigators’ chances for success. 


Russia’s view of the world is made clearer this week by our 
Worldgraph on page 20. This unusual map presents the earth as it 
looks from inside the Soviet Union. The world shown from this point 
explains many of Russia’s actions in Europe, in the Mediterranean and 
in the Pacific. Here, pictorially, is the basic reason why Molotov and 
Vishinsky talk as they do in debate with Western diplomats. 


Dismantling German plants will become, in the weeks ahead, 
one of the most important issues of Europe. Already the controversial 
subject has aroused open grumbling in Germany, apprehension in 
France and anger in Russia. But America is going ahead with its plant 
removal program. On page 10 of this issue World Report presents the 
story behind this controversy and describes just what plants are in- 
volved. This dispatch answers the important question of whether re- 
covery in Germany will be hastened or hindered by uprooting factories 
that now are operating, some of them turning out a trickle of goods for 
the first time since the war ended. Our report shows, in precise terms, 
what this phase of plant reparations means to Europe’s future. 


The Editors of “World Report 
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Question now is how much of the Marshall Plan will survive a knockdown, 
dragout battle inside the United States over a return to wartime controls. 

There is little dispute over export controls. The U.S. has them now. 

same is true of transport priorities, to keep coal and grain moving. 

Even credit controls stir up relatively little excitement. 

Blood pressure rises, trouble really starts, when a Democratic President, 
on the eve of a presidential campaign year, asks a Republican Congress to ration 
U.S. consumers, put ceilings on prices paid producers, and restrain wage increases. 

Many congressmen, perhaps most, think Mr. Truman is asking for restraints 
workable only in wartime. They suspect the voters will say so next autumn. To 
worried legislators, it looks like an invitation to mass political suicide. 











Long-range aid for Europe, as a result, may get all snarled up. 
Hard words aimed at domestic controls can hit the Marshall Plan as well. 
Two targets, side by side, run a considerable risk of receiving blasts in- 
tended only for one. "Near misses," at the least, can certainly be expected. 
Under cover of the confusion, concealed opposition to continuing U.S. aid 
could do a good deal of damage to the European Recovery Program, the new ERP. 
Actually, there is more opposition of this sort than meets the eye. Fear 
of being out of step, of being thought ungenerous, keeps it under cover. 
Opposition will mount, come out into the open, if prospects for 1948 wheat 
turn much bleaker, or if the U.S. boom begins to look ragged around the edges. 
Stopgap aid to France, Italy and Austria is not likely to suffer from this 
controversy over U.S. controls. But the total may be less than $597 million. 
Marshall Plan dollars are different. Europeans can't count on them yet. 

















Moscow, nevertheless, is doing quite a job to silence U.S. hesitation about 
the new ERP, to send it rushing through the American Congress. 

Violence in Italy is openly engineered by Communists. Idea is to inflame 
the public against U.S. aid, upset the Italian Government, ride into power. 

Strikes and riots in France have the same purpose, sooner or later. 

None of this is accidental. It is not the work of hotheads. 

Orders from the Kremlin account for it. They are not even secret. 

They stem from a speech made in Warsaw a few weeks ago by Andrei Zhdanov, 
one of Stalin's right-hand men, possibly his heir apparent. In some ways, it is 
the most important speech made by any Russian since the end of the war. 

The Marshall Plan must be defeated, Zhdanov says, for these reasons: 

Time is no longer on Russia's side. The Soviet Union has lost its wartime 
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popularity among the Allies. The American collapse failed to arrive on sched- 
ule. U.S. policy now runs to bold defense of strategic and economic positions. 
Dollars offered by the Marshall Plan are dangerously attractive--in Mos- 
cow's eyes--to Russia's satellites, even to some Russians themselves. 
Communists in Western Europe have failed to dominate other parties, control 
governments, or to achieve their objectives through parliamentary means. 
The Kremlin's new recipe, therefore, is bullets instead of ballots. Not 
the kind of bullets that provoke war, but the kind that excite mobs and leave chaos. 
It is an open question how much of this Italy and France can stand. 





Closer to Moscow, the treatment is more direct. 
Independence of Czechoslovakia, as a result, now hangs by a thread. Pres- 
sure of the Kremlin is rising. Anti-Communists are being crowded out. 

Everett Dirksen, U.S. congressman just back from Europe, gives the Prague 
Government less than four months of freedom. After that, Moscow is to be boss. 
Dollars from America are viewed longingly, nevertheless. Jan Masaryk, 

Czech Foreign Minister, admitted as much in Washington the other day. But he 
has yet to convince American officials that the dollars won't wind up in Russia. 








Closer to Washington, Canada's reaction to dollar trouble will hurt U.S. 

Loss:‘to U.S., in reduced exports, may amount to $500 million, maybe more. 

Flat prohibition of imports hits American radios, typewriters, automobiles. 

Import quotas limit U.S. exports of other consumer goods. 

Tourist spending by Canadians is limited to $150 a year. 

Measures like these, admittedly drastic, are designed to save U.S. dollars. 

To eke out dwindling reserves and to earn more dollars: 

A loan of $300 million from the U.S. Export-Import Bank has been arranged. 

Gold miners in Canada are to be subsidized to dig more gold. 

Exports to the U.S. are to be encouraged by every means possible. 

So Canada, like Britain, is going in for "austerity." It stems from Brit- 
ain's inability to pay for Canadian imports in sterling exchangeable for dollars. 























At London, the Big Four session on peace treaties shapes up this way: 

Final peace with Germany and Austria is to be postponed again. 

Separate peace between Western Germany and the Western Allies, on the other 
hand, is definitely out the window. A unified Germany is still the ain. 

Temporary arrangements to weld the three zones of Western Germany into one 
effective unit, however, can be expected. Purpose is European recovery. 

Upshot of London conference is to keep U.S. in Europe for years to come. 

















FOR YOUR CONVENIENCE 
This survey is completed on succeeding 
pages inasmuch as "Worldgram" cannot 
possibly include all the important de- 
velopments. To assist the busy reader, a 
series of brief paragraphs is printed in 
large type at the head of each Dispatch. 
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Britain is pushing up taxes to 
the point where they will take 40 
per cent of the net national in- 
come. 

Tax bill for businessmen and 
consumers is being raised $832 
million a year in a new attempt 
by the Labor Government to 
check inflation. 

The new program has a triple 
objective: to siphon off excess 
purchasing power, to reduce con- 
sumption at home and make 
more goods available for export. 


o 90 9 


A so-called “crisis budget” for Great 
Britain piles new taxes on existing 
ones and _ simultaneously increases 
many prevailing tax rates. The effect 
is that Britons will have to pay more 
than $14,400,000,000 in taxes out of a 
net national income that is running at 
the rate of about $36 billion a vear. 

The new budget has a stern administra- 
tor in Sir Stafford Cripps, who has re- 
placed Hugh Dalton as Chancellor of the 
Exchequer. Charles Kline, Associate Edi- 
tor of World Report in London, says in a 
cabled dispatch that the shift makes 
Cripps more than ever the economic mas- 
ter of Britain’s immediate destiny. 

@ Real purpose of the budget Cripps in- 
herits from Dalton is to narrow the in- 
Hationary gap that exists in Britain. It is 
estimated that $28 billion is “chasing” the 
$24 billion worth of goods that Britain 
has available for the domestic market. 
Some experts contend the spread is a bil- 
lion dollars less, but all agree that, with 
not enough goods to meet demand, the 
bidding for whatever is available has been 
driving prices up. 

«| The “crisis budget” proposes to make 
seme inroads on this problem with the 
following tax program: 

Business profits. The tax on distributed 
profits, or dividends, is being doubled, as 
shown in the chart on page 6 that 


HOW NEW BUDGET RAISES BRITISH TAXES 


Reported from LONDON 


gives some examples of Britain’s new 
taxes. The idea is that slimmer dividends 
will give recipients less money to spend. 
The tax on undistributed profits also is 
doubled. Again the aim is to make less 
money available for dividends. Both taxes, 
retroactive to Jan. 1, 1947, are expected 
to yield $340 million a year. The net 
yield, however, will be much less. By tax- 
ing dividends at the source, some $152 
million of revenue will be trimmed from 
the personal income tax return. 
Advertising. Previously 100 per cent 
exempt as a legitimate business expense, 
advertising expenditures are now only 50 
per cent exempt. The tax rate on the por- 
tion not exempt varies with the amount 
of each company’s advertising budget. 
The yield is estimated at $40 million a 


‘year, 


The Government's theory is that the 
tax will serve two purposes. One is that, 
by discouraging advertising, it will 
stretch out the scarce supply of news- 
print. The other is that, without so much 
advertising to whet their appetite for 
goods, consumers will be buying less. 

Sales tax. The levies are increased from 
25 to 100 per cent, as indicated in the 
chart. Opponents of the Labor Govern- 
ment are calling attention to the fact 
that the increases for semiessentials and 
semiluxuries are much larger, percentage- 
wise, than those for the most expensive 
luxuries. They say that the new rates 





EX-CHANCELLOR DALTON 
The “‘crisis budget’ was his last act 






soak the average consumer much harder 
than the rich. Official expectations are 
that the higher sales tax will produce 
$320 million a year. 

Gambling. Football pools and dog-race 
betting, long two magnets for the idle 
money in British pockets, are to be sub- 
ject to a 10 per cent tax. Britons have 
been gambling heavily since the war be- 
cause they haven't been able to find 
merchandise to buy with their spare cash. 
The Government expects to take in about 
$60 million annually from the new gam- 
bling levy. 

Alcoholic beverages. A pint of beer is 
going to cost the workingman two cents 
more. Duties on light wines are advanced 
one dollar a gallon, and on heavy wines, 
two dollars. The legal price on whisky 
likewise is advanced from the previous 
rate of $5.15 a fifth to $7.50. About the 
only place whisky is obtainable is in the 
black market, where the current price is 
$20 a bottle. It may hit $32 by New 
Years. The new liquor taxes are expected 
to produce a minimum of $224,000,000. 

Tax penalties. A fine of 3 per cent is 
provided for all arrears in payments of in- 
come tax, surtaxes and excess profits tax. 
Current estimates are that such arrears 
total $3,120,000,000, which would mean 
a vield of $93,600,000 for the new tax. 
Reason that unpaid taxes are so large is 
that collection agencies are undermanned 
and also overburdened with a multitude 
of other duties. 

Subsidies. An end is called on existing 

subsidies for leather, cotton and wool. 
These have been costing Britain about 
$132 million a vear. Their abandonment 
means Britons eventually are to pay 
higher prices for their shoes and cloth- 
ing. The food subsidies, amounting to 
$1,568,000,000 a year, are to be con- 
tinued, however. Dalton’s failure to cut 
them is the target of much criticism. 
@ Reaction to the contents of the new 
budget has been generally unfavorable. 
Even Laborites consider it inadequate for 
the anti-inflationary gains it seeks to 
accomplish. And it may be significant that 
the people on whom the new taxes are 
being imposed believe the program is 
“too little,” if not “too late.” 

Associate Editor Kline, after canvass- 
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popularity among the Allies. The American collapse failed to arrive on sched- 
ule. U.S. policy now runs to bold defense of strategic and economic positions. 
Dollars offered by the Marshall Plan are dangerously attractive--in Mos- 
cow's eyes--to Russia's satellites, even to some Russians themselves. 
Communists in Western Europe have failed to dominate other parties, control 
governments, or to achieve their objectives through parliamentary means. 
The Kremlin's new recipe, therefore, is bullets instead of ballots. Not 
the kind of bullets that provoke war, but the kind that excite mobs and leave chaos. 
It is an open question how much of this Italy and France can stand. 





Closer to Moscow, the treatment is more direct. 
Independence of Czechoslovakia, as a result, now hangs by a thread. Pres- 
sure of the Kremlin is rising. Anti-Communists are being crowded out. 

Everett Dirksen, U.S. congressman just back from Europe, gives the Prague 
Government less than four months of freedom. After that, Moscow is to be boss. 
Dollars from America are viewed longingly, nevertheless. Jan Masaryk, 

Czech Foreign Minister, admitted as much in Washington the other day. But he 
has yet to convince American officials that the dollars won't wind up in Russia. 








Closer to Washington, Canada's reaction to dollar trouble will hurt U.S. 

Loss ‘to U.S., in reduced exports, may amount to $300 million, maybe more. 

Flat prohibition of imports hits American radios, typewriters, automobiles. 

Import quotas limit U.S. exports of other consumer goods. 

Tourist spending by Canadians is limited to $150 a year. 

Measures like these, admittedly drastic, are designed to save U.S. dollars. 

To eke out dwindling reserves and to earn more dollars: é 

A loan of $3500 million from the U.S. Export-Import Bank has been arranged. 

Gold miners in Canada are to be subsidized to dig more gold. 

Exports to the U.S. are to be encouraged by every means possible. 

So Canada, like Britain, is going in for "austerity." It stems from Brite 
ain's inability to pay for Canadian imports in sterling exchangeable for dollars. 























At London, the Big Four session on peace treaties shapes up this ways 

Final peace with Germany and Austria is to be postponed again. 

Separate peace between Western Germany and the Western Allies, on the other 
hand, is definitely out the window. A unified Germany is still the ain. 

Temporary arrangements to weld the three zones of Western Germany into one 
effective unit, however, can be expected. Purpose is European recovery. 

Upshot of London conference is to keep U.S. in Europe for years to come. 

















FOR YOUR CONVENIENCE 
This survey is completed on succeeding 
pages inasmuch as "Worldgram" cannot 
possibly include all the important de- 
velopments. To assist the busy reader, a 
series of brief paragraphs is printed in 
large type at the head of each Dispatch. 
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HOW NEW BUDGET RAISES BRITISH TAXES 


Britain is pushing up taxes to 
the point where they will take 40 
per cent of the net national in- 
come. 

Tax bill for businessmen and 
consumers is being raised $832 
million a year in a new attempt 
by the Labor Government to 
check inflation. 

The new program has a triple 
objective: to siphon off excess 
purchasing power, to reduce con- 
sumption at home and make 
more goods available for export. 
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A so-called “crisis budget” for Great 
Britain piles new taxes on existing 
ones and simultaneously increases 
many prevailing tax rates. The effect 
is that Britons will have to pay more 
than $14,400,000,000 in taxes out of a 
net national income that is running at 
the rate of about $36 billion a vear. 

The new budget has a stern administra- 
tor in Sir Stafford Cripps, who has re- 
placed Hugh Dalton as Chancellor of the 
Exchequer. Charles Kline, Associate Edi- 
tor of World Report in London, says in a 
cabled dispatch that the shift makes 
Cripps more than ever the economic mas- 
ter of Britain’s immediate destiny. 

@ Real purpose of the budget Cripps in- 
herits from Dalton is to narrow the in- 
Hationary gap that exists in Britain. It is 
estimated that $28 billion is “chasing” the 
$24 billion worth of goods that Britain 
has available for the domestic market. 
Some experts contend the spread is a bil- 
lion dollars less, but all agree that, with 
not enough goods to meet demand, the 
bidding for whatever is available has been 
driving prices up. 

q| The “crisis budget” proposes to make 
seme inroads on this problem with the 
following tax program: 

Business profits. The tax on distributed 
profits, or dividends, is being doubled, as 
shown in the chart on page 6 that 


Reported from LONDON 


gives some examples of Britain's new 
taxes. The idea is that slimmer dividends 
will give recipients less money to spend. 
The tax on undistributed profits also is 
doubled. Again the aim is to make less 
money available for dividends. Both taxes, 
retroactive to Jan. 1, 1947, are expected 
to yield $340 million a year. The net 
yield, however, will be much less. By tax- 
ing dividends at the source, some $152 
million of revenue will be trimmed from 
the personal income tax return. 

Advertising. Previously 100 per cent 
exempt as a legitimate business expense, 
advertising expenditures are now only 50 
per cent exempt. The tax rate on the por- 
tion not exempt varies with the amount 
of each company’s advertising budget. 
The yield is estimated at $40 million a 
year. 

The Government's theory is that the 
tax will serve two purposes. One is that, 
by discouraging advertising, it will 
stretch out the scarce supply of news- 
print. The other is that, without so much 
advertising to whet their appetite for 
goods, consumers will be buving less. 

Sales tax. The levies are increased from 
25 to 100 per cent, as indicated in the 
chart. Opponents of the Labor Govern- 
ment are calling attention to the fact 
that the increases for semiessentials and 
semiluxuries are much larger, percentage- 
wise, than those for the most expensive 
luxuries. They sav that the new rates 





EX-CHANCELLOR DALTON 
The ‘‘crisis budget’ was his last act 


soak the average consumer much harder 
than the rich. Official expectations are 
that the higher sales tax will produce 
$320 million a year. 

Gambling. Football pools and dog-race 
betting, long two magnets for the idle 
money in British pockets, are to be sub- 
ject to a 10 per cent tax. Britons have 
been gambling heavily since the war be- 
cause they haven't been able to find 
merchandise to buy with their spare cash. 
The Government expects to take in about 
$60 million annually from the new gam- 
bling levy. 

Alcoholic beverages. A pint of beer is 
going to cost the workingman two cents 
more. Duties on light wines are advanced 
one dollar a gallon, and on heavy wines, 
two dollars. The legal price on whisky 
likewise is advanced from the previous 
rate of $5.15 a fifth to $7.50. About the 
only place whisky is obtainable is in the 
black market, where the current price is 
$20 a bottle. It may hit $32 by New 
Year's. The new liquor taxes are expected 
to produce a minimum of $224,000,000. 

Tax penalties. A fine of 3 per cent is 
provided for all arrears in payments of in- 
come tax, surtaxes and excess profits tax. 
Current estimates are that such arrears 
total $3,120,000,000, which would mean 
a vield of $93,600,000 for the new tax. 
Reason that unpaid taxes are so large is 
that collection agencies are undermanned 
and also overburdened with a multitude 
of other duties. 

Subsidies. An end is called on existing 

subsidies for leather, cotton and wool. 
These have been costing Britain about 
$132 million a vear. Their abandonment 
means Britons eventually are to pay 
higher prices for their shoes and cloth- 
ing. The food subsidies, amounting to 
$1,568,000,000 a year, are to be con- 
tinued, however. Dalton’s failure to cut 
them is the target of much criticism. 
@ Reaction to the contents of the new 
budget has been generally unfavorable. 
Even Laborites consider it inadequate for 
the anti-inflationary gains it seeks to 
accomplish. And it may be significant that 
the people on whom the new taxes are 
being imposed believe the program is 
“too little,” if not “too late.” 

Associate Editor Kline, after canvass- 
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TAX BOOSTS IN BRITAIN’S ‘CRISIS BUDGET" 
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ing informed opinion in the United King- 
dom, cables this summary: 

“Consensus is that the interim budget 
fails to improve the economic outlook 
substantially. On the one hand, with food 
subsidies continued, it is not drastic 
enough to curb inflation and sop up the 
excess supply of money. On the other 
hand, it is not calculated to arouse any 
extra enthusiasm among the working pop- 
ulation. 

“Hard fact is that the Labor Govern- 
ment has not been able to hit on any 
device—budgetary or otherwise—that will 
rally the people to work Larder and pro- 
duce more while they are getting less and 
less to enjoy. 

“Notwithstanding all official denials, 
British leaders still are gambling that 
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Marshall Plan assistance will be on a suffi- 
cient scale to provide a living standard 
for Britain above what the nation is cur- 
rently able to support by its own earn- 
ings. All the Government’s calculations 
are based on that gamble.” 

Major changes in the budget are con- 
sidered unlikely, however. Cripps did 
not see eye to eye with Dalton when the 
latter was preparing the program, but he 
is expected to go along with the product. 
Everyone seems to expect that Sir Staf- 
ford will incorporate much sterner tax 
proposals in the regular budget for the 
next fiscal year, which begins April 1, 
1948. Dalton’s “crisis budget” was an 
interim affair, designed to supplement 
the regular budget approved earlier this 
year. 
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q@ Irony of Britain’s financial plight now 

is that the new budget is not needed for 
revenue. Before its introduction, taxes 
were pouring into the Exchequer at a 
rate that promises Britain a surplus of 
more than $1,600,000,000 by the end 
of the fiscal year. The new taxes will 
swell that surplus. 

The trouble is that a domestic sur- 
plus, however large, doesn’t help Great 
Britain's basic problems. The country 
can't use the money to pay her exter- 
nal debts in dollars. It can’t use the sur- 
plus at home to reduce taxes because 
that would spur inflation. The Treas- 
ury surplus cannot become an impor- 
tant factor in world affairs until an ade- 
quacy or surplus of production gives 
it meaning. 
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ISSUES FACING BIG FOUR 
AT LONDON CONFERENCE 


Reported from LONDON, BERLIN and WASHINGTON 


The United States is ready to 
work out its own solution to the 
German problem, with or with- 
out Russia. 

For the seventh time since the 
war ended, the Council of For- 
eign Ministers is taking up the 
question of peace terms for Ger- 
many and Austria. This time a 
showdown between Washington 
and Moscow is almost certain. 

Decisions side-stepped in the 
past are being forced on the big 
powers by developments in Eu- 
rope. 

o 0 °9O 


@ The London meeting of the Coun- 
cil of Foreign Ministers is likely to de- 
termine the future of Germany and 
Austria for years to come. 

U. S. plans to organize Western Eu- 
rope without Russia, if necessary, are 
so far advanced that further delay 
caused by Russia is unlikely. 

Russia's efforts to put across its own 
plans for Germany and Austria have led 
only to stalemate. A deadlock within the 
Council this time may force Britain and 
France to accept the alternative of a 
three-power agreement with the United 
States for the organization of Western 
Germany. 

Britain and France would prefer a 
four-power solution. But Britain cannot 
continue to pay the bill for her share of 
a divided Germany. And France _ is 
desperately in need of more coal from 
the Ruhr in the British zone of Western 
Germany. Neither can wait much longer 
for an agreement between the United 
States and Russia. 

Result is that the work of the Council 
at London is being divided into two 
phases. First the Foreign Ministers seek 
grounds for compromise on each ques- 
tion involved in the postwar organization 
of Germany and Austria. Failing agree- 
ment, they must decide at London what 


they will advise their governments to 
do next. : 

@ First phase of the London meeting is 
concerned with the same questions on 
Germany and Austria that existed at the 
end of the Moscow conference last 
March. 

Dispatches from London show that the 
deputies, who were to iron out differ- 
ences on both treaties, have gotten no- 
where. These are the main issues: 

Austrian assets must be separated from 
Nazi assets. Russia wants control of Aus- 
tria’s oil fields and much of her industry 
on the grounds that they were the prop- 
erty of German Nazis and their agents 
before war began. The United States 
says Austria could not live as an inde- 
pendent state with such wealth under 
Russian control. 

Real question behind the deadlock 
over Austria is the continued presence of 
Soviet Army troops in Hungary and Ro- 
mania. When an Austrian treaty is rati- 
fied, Soviet Russia must withdraw its 
troops from these countries within 90 
days. 

German reparations, the Russians in- 
sist, must be taken from current produc- 
tion on a pay-as-you-go basis. The Amer- 
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RUSSIA’S MOLOTOV 


He wants to draw on Ruhr assets 


ican view is that Germany must first be 
made able to support itself. 

The Ruhr question is tied closely to 
the reparations problem. Russia wants a 
hand in the management of the Ruhr’s 
coal mines and steel plants, as a source 
of reparations. The United States wants 
the Ruhr managed so that it can make a 
greater contribution to the restoration of 
the economy of the whole of Europe. 

German government, say the Russians, 

should be on a national basis, with its 
capital in Berlin. The Americans want a 
decentralized government with much 
power remaining with local authorities. 
Russians charge that the U. S. is seeking 
to keep control of the Ruhr in friendly 
hands, but the Americans fear that Rus- 
sia is out to put German Communists in 
control of a central government. Recent 
developments in Berlin increase Wash- 
ington’s apprehensions. 
@ Second phase of the London meeting 
is to develop if Russia’s Foreign Minister, 
V. M. Molotov and U.S. Secretary of 
State George C. Marshall reach nothing 
but deadlocks on the major issues. 

Marshall’s position is strengthened by 
a growing demand within his country 
for a separate organization of Western 
Germany if no decision is reached on the 
peace treaties by all four powers. 

A separate peace between Germany 
and the United States, Britain and 


France is not likely to come out of the 
London conference. But if the U.S. and 
Russia are unable to agree this time, the 
Foreign Ministers must face the prospect 
of a united Western Germany and advise 
their governments accordingly. 
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Dollars won't go to Russia via Germany 
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WHAT EXPORT DROP MEANS TO BUSINESS 


—— Dispatch 





Reported from NEW YORK and WASHINGTON 


Even with a full-scale pro- 
gram of aid for Europe, ship- 
ments of American goods abroad 
in 1948 will be less than in 1947. 

The Marshall Plan is to slow 
the decline of United States ex- 
ports, but will not stop it. 

Top men in American business 
and government are not alarmed 
by the downturn in overseas 
sales, however. It means a bigger 
supply of goods for Americans 


next year. 
o 0 9 


Monthly exports of United States 

goods have gone down by 22 per cent 
since May of this year. September 
shipments were the lowest since Feb- 
ruary. 
@ Manufactured goods are especially 
hard hit. Exports of machinery, 
trucks, textiles and chemicals are 
down sharply. They may be headed 
lower still. 

Here is what is happening to overseas 
sales of certain important products: 

Electrical appliances are running into 
strong sales resistance abroad. This has 
been caused by import restrictions to save 
dollars in many countries and by satis- 
faction of demand in others. Exporters of 
radios, refrigerators, irons and many 
other appliances are feeling the pinch 

Textile shipments from America to 
other countries are off sharply, as the ac- 
companying chart shows. The flood of 
cotton goods from the United States 
earlier this year seems to have filled the 
demand temporarily in some countries. 

Cotton manufacturers abroad, especial- 
ly in Brazil, are getting ready to take 
over a larger share of Latin-American 
markets. Textile firms in Japan are seek- 
ing the aid of American traders to find 
markets for their product, normally one 
ot the cheapest in the world. 

All this is making it hard for Ameri- 
can makers of cotton goods to find buy- 
ers abroad. 

Automobiles shipped out in the peak 
month of May 1947 totaled nearly 28,- 
000. In September, exports of passenger 
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cars were down to a little more than 21.,- 
000. That’s a drop of one fourth in four 
months. 

’ Trucks and buses sold to other coun- 
tries slumped from 31,000 in May to 
19,400 in September. 

Tires sold abroad dropped from 474,- 
000 in May to 280,000 in September. 

Machine tools have fallen off more 
than a third since May, and manufac- 
turers are pessimistic about the future. 
@ Heaviest cutbacks, in general, are in 
lines in which the supply is plentiful. 

Scarcer commodities, such as_ steel, 
grain and fertilizer, on the other hand, 
are expected to continue moving over- 
seas in large quantities since they are in 
heavy demand for European recovery. 

Effect of export trade in 1948 will be 
to prolong domestic scarcities in some 
lines, such as steel, and add to the al- 
ready abundant supply in others, such 
as radios. 

@ What's ahead for U.S. trade with 
other countries next vear can be esti- 
mated pretty closely. 

Without the Marshall Plan, American 
exports in the next 12 months would drop 
an estimated $5 billion. Shipments in the 
latter part of 1948 would be running at 
an annual rate of about $13 billion. Pres- 
ent rate is $18 billion. 

With the Marshall Plan operating on a 
large scale, shipments to other countries 
next year still will fall considerably short 
of the level they reached in the first half 
of 194/. The decline might amount to as 
much as 10 to 20 per cent. 

@ In 1948, despite the European Recov- 
ery Program the United States will ex- 
port less than in 1947 by any standard. 

Value of American shipments abroad 
next year is likely to be substantially less. 
Even with maximum aid to Europe, ex- 
ports in 1948 will be around $17.1 bil- 
lion, which is $2 billion less than the 
amount likely in 1947. 

Volume will decline even more, how- 
ever, if prices go higher in 1948; as now 
seems probable. 

Impact of exports on the American 
economy thus may be less than it was this 
year. A moderate increase in total pro- 
duction in the United States is considered 
probable. 

@ Downward trend of sales abroad may 
continue for several years. Trade ex- 
perts in Washington and New York see 
plenty of signs that American shipments 


to other countries won’t return to the 
peak reached last spring for long, long 
time. Here are some of the reasons: 

Emergency financing of Europe's im- 
ports by the sale of dollar assets and gold 
can’t go on much longer. By the second 
quarter of this year, European countries 
were obliged to finance almost one third 
of their trade deficit with America in 
this way. 

There is a limit to such expenditures. 
Most of the European countries are rap- 
idly reaching that limit. They are simply 
running out of things they can turn 
quickly into cash, such as American se- 
curities and gold. When these last-ditch 
savings are gone, their former owners 
will have to cut down on imports from 
the United States. 

U.S. aid in 1948 is not to make pos- 
sible any huge new exports to Europe. 
In many cases, interim aid and the long- 
er-range European Recovery Program 
simply finance shipments already planned 
and orders already placed. 

Much of the Europeans’ estimates of 
requirements under the Marshall Plan 
represent orders already on the books. 
For instance, nearly 60 per cent of the 
figure for steel and an even higher por- 
tion for mining machinery are already 
on order. 

The interim aid for Italy, Austria and 
France also is aimed at maintaining ship- 
ments, not expanding them. The $597 
million President Truman requested of 
Congress for the short-term program is 
not intended to increase food shipments, 
for example, but rather to make it pos- 
sible for Austria, Italy and France to get 
their share of the supply available. 

Although 37 per cent of the money for 
interim aid would be for coal, it would 
not pay for as much coal as the three 
countries have been receiving from 
American mines in recent months. 

Bulk of U.S. trade is with non-Euro- 
pean areas. The Marshall Plan will not 
stimulate declining exports to other areas 
to any great extent. Europe's share of 
American exports actually fell from 45 
per cent in 1946 to 38 per cent in this 
years second quarter, when shipments 
were at their peak. 

The largest proportionate increase in 
exports has been to South America. That 
area now takes 16.2 per cent of all Amer- 
ican shipments abroad, compared to 
about 10 per cent in the period 1936-40. 
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Well over 40 per cent of U.S. exports 
are going to Western Hemisphere coun- 
tries. 

Thus, aid to Europe affects only one 
sector of the world market for American 
products, The European Recovery Pro- 
gram will not do much for trade with 
Latin America, for instance. 

Latin America’s contribution to the 
Marshall Plan, on the contrary, may ease 
the drain on U.S. exports considerably. 
Under present plans, a substantial per- 
centage of Europe’s Marshall Plan dollars 
are to be spent outside the United States. 

Meat and grain from Argentina, cof- 
fee from Brazil, copper from Chile, oil 
from Venezuela, sugar from Cuba—all 
are expected to be thrown into the strug- 
gle for European recovery. 

Lower tariffs on American goods, 
promised by 15 countries at the recent 
International Trade Conference at Ge- 
neva, Switzerland, normally would stim- 
ulate American exports. Under the pres- 
ent abnormal circumstances, however, 
tariff cuts are virtually meaningless. For 
it is the dollar shortage, not high tariffs, 
that is keeping American goods out of 
many world markets today. Most of the 
countries that have granted tariff con- 
cessions counteract the effect of lower 
tariffs by severely restricting imports of 
American goods. 

Effect of the new tariff schedules on 
U S. exports is expected to be negligible 
in 1948, although U.S. imports may be 
increased. That would tend to correct the 
present lop-sided situation in which 
America is exporting about twice as much 
as it imports. 

@ Effect on American consumers of low- 

er exports in 1948 is that they will have 
a little more of the things they want. 
Supplies of many important items will 
continue to be tight. But the over-all sup- 
ply situation will be easier. 


Steel available for domestic use will be 


somewhat more plentiful in 1948, but 
there still won’t be enough to make all 
the automobiles, freight cars and other 
steel equipment the country needs. 

Freight-car supply probably will be 
somewhat larger in 1948. The supply of 
railway passenger cars will not be af- 
fected by exports. 

Farm machinery and tractors are to be 
more plentiful, despite heavy exports. 
A substantial increase in production of 
such equipment is planned. 

Food supply will continue to be tight. 
Prices of food may go still higher. The 
Government's food conservation cam- 
paign may have to be intensified next 
year, especially if crop prospects are poor. 

@ Beyond 1948, if the European Recov- 
ery Program is successful, the outlook is 
for some additional decline of exports to 
a level more nearly in balance with im- 
ports. Unless the world’s economy once 
again gets completely out of kilter, Amer- 
ican exports may never again go as high 
as in the spring of 1947. 
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SPEED-UP IN STRIPPING NAZI PLANTS 


Reported from BERLIN, FRANKFURT, WASHINGTON and LONDON 


Dismantling of German fac- 
tories is to be speeded up, de- 
spite growing opposition in Ger- 
many and the United States. 

Strikes against plant removals 
are likely in Germany. Some 
U. S. congressmen claim the up- 
rooting of factories is hindering 
German recovery. 

But American and British of- 
ficials are going ahead with the 


program. 
o 90 °O 


The countries of Western Europe 
are pressing for faster delivery of rep- 
arations plants from Germany. They 
want plants as soon as possible to safe- 
guard the head start they have over 
Germany in industrial recovery. 

Some of Germany’s Western neighbors 
already are expressing fears that a cut in 
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FRANCE NEEDS THIS FACTORY: 


the list of reparations plants, plus Ameri- 
can aid to Germany, will slow the pace 
of their comeback in production. 

@ Western European countries, sched- 
uled to get three fourths of Germany’s 
reparations factories, face the prospect 
of receiving about $750 million in ma- 
chinery as compensation for their war 
losses, under the scaled-down dismantling 
program. 

The reparations list for the combined 
British-American zone has been reduced 
to 682 plants from the 1,660 earmarked 
under the Potsdam accord. Of these, 302 
are former war plants, from which only 
general purpose machinery can be re- 
moved. The remainder includes 224 
machine-tool plants, 92 iron and steel 
plants, 42 chemical factories and 22 as- 
sorted metals, electrical equipment, ship- 
building and power plants. Their total 
value is estimated at $1 billion. 

Deliveries made since the war ended 
are included in these totals. Russia, which 
is entitled to a fourth of these plants for 
itself and Poland, so far received nine 
complete factories and machinery from 
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nine war plants. Among the former are 
shipyards, chemical plants, an aircraft 
engine plant and a heavy power plant. 

Ships worth $50 million and machinery 
valued at about $100 million have been 
allocated to 18 other Allied nations. 
Included are 31 machine-tool plants, 3 
chemical factories, 2 power plants and 
8,946 miscellaneous machine tools. But 
only part of this list actually has been 
shipped. 

Of 186 plants scheduled for removal 
from the American zone, 31 have been 
shipped. Thirty others are packed for 
shipment, 64 are being dismantled and 
61 have not yet been touched. The Brit- 
ish are even farther behind schedule. 
Only 15 plants have been shipped from 
their zone. Of 496 plants listed for re- 
moval, 204 are being inventoried and 
277 have not been touched. 

@ Production of peacetime goods is pro- 
ceeding in 143 of these plants, 45 in the 
American zone and 97 in the British. 
Plans to dismantle factories now in op- 
eration are the focal point of German 
criticism, according to Thomas H. 





Equipment reparations would keep it ahead of German industry 


























Hawkins, World Report’s staff corre- 
spondent in Berlin. 

Workers protest that their jobs are be- 
ing wiped out. The union of metal 
workers, whose 80,000 members do most 
of the dismantling work, has pledged its 
support to any worker who turns down 
a dismantling job. 

Plant owners are campaigning to save 
their own factories. 

German politicians argue that recovery 
will be set back by plant removals. 

@ Dislocation of the German economy 
will result if dismantlement is carried out 
as now planned, Germans insist. After 
removal of the 682 plants now earmarked 
for reparations, Germany is supposed to 
have left enough industrial plants to 
equal its 1936 level of production. This 
is more than one-third higher than the 
level set under the Potsdam Agreement. 

German economists claim, however, 
that Military Government experts over- 
estimated present capacity in some indus- 
tries, such as steel and machine tools. 
Dismantling of the 92 iron and steel 
plants marked for removal, they say, will 
cut steel output to 8 million tons yearly, 
rather than 10,700,000 tons as planned. 

Removal of other plants or sections of 
plants, German economists feel, will create 
bottlenecks in some industrial processes. 
For example, one plant listed for removal 
produces all the steam rollers and 80 per 
cent of the motor rollers for road building 
in the American and British zones. 

Should these German claims prove 
true, British and American officials will 
face serious problems later on as indus- 
trial recovery proceeds. 


BUT A STRIPPED PLANT OFFERS NO JOBS: Unions b 


@ Shipments to Russia pose another 
dilemma. Except for a few plants ear- 
marked shortly after Potsdam, allocations 
of plants for reparations have been sus- 
pended since May 1946. Now that alloca- 
tions are to be resumed, the Russians are 
entitled to 25 per cent of the plants to be 
removed under the Potsdam Agreement. 

American officials are debating wheth- 
er or not to continue shipments to Rus- 
sia if negotiations over the German treaty 
break down at the London Conference 
of the Council of Foreign Ministers. 

Ten per cent of the plants go to Rus- 
sia as direct reparations, For the remain- 
ing 15 per cent, the Russians must pay in 
commodities. Agreement recently was 
reached on payment for 1946 shipments 
in quantities of wheat, diesel oil, gaso- 
line, pit props and timber. Similar settle- 
ments are being negotiated for plants 
shipped in the first half of 1947. 

Halting of reparations deliveries to 
Russia undoubtedly would lead Russia 
to halt shipments of these supplies to 
Western Germany. 

@ Congressional opposition to plant re- 
movals from Germany focuses in part 
on shipments to Russia. But the main 
criticism is that it ultimately will increase 
the financial burden on the U. S. Senator 
Stvles Bridges has given notice that the 
Appropriations Committee, of which he is 
chairman, will reopen the entire question 
for study. Senator Robert Taft says Amer- 
ican policy is destroying the very plants 
that can make Germany self-supporting. 

Bridges argucs that factories earmarked 
for removal from Germany may be able 
to contribute more to European recovery 


ack Germans who turn down dismantling work 


by remaining in production where they 
are. Labor and transportation needed 
elsewhere are consumed in dismantling 
and shipping the plants. Losses in ship- 
ment and difficulties in reassembling the 
equipment often result in the waste of 
industrial resources. 

Military Government officials in Frank- 
furt, however, point out that most of the 
functioning plants earmarked for repara- 
tions are producing at 10 to 60 per cent 
of capacity. Production at this level is in- 
efficient and consumes more coal per 
unit of output than capacity production. 

Supporters of this argument claim that 

shortages of fuel and raw materials may 
prevent maximum operation of such 
plants in Germany until 1952 at the 
earliest. They claim that Western Euro- 
pean countries could make full use of 
the same plants much sooner. Mean- 
while, taking the plants out of Germany 
would release the fuel and coal now al- 
located to them for use in supplying more 
efficient factories. 
@ A higher industrial level for Germany 
means that industrial reparations set at 
Potsdam are scaled down to keep plants 
going inside the occupied country. Un- 
der the original Potsdam formula, for ex- 
ample, 60 per cent of Germany's heavy- 
machinery industry was to be removed as 
reparations. Now 35 per cent is to be sent 
out of the country. 

In the view of American and British 
officials in Germany, the fact that the list 
of reparations plants has been reduced 
makes it important to European recovery 
to speed up deliveries to other countries 
of factories now available for dismantling. 
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COMING DEVALUATION 


OF EUROPEAN CURRENCIES 


Reported from PARIS, ROME, WASHINGTON AND LONDON 


International values of some 
European currencies are to be 
lowered before the Marshall 
Plan gets into full operation. 

Need for correcting exchange 
rates is growing rapidly. The 
United States is demanding cur- 
rency stabilization as a basic step 
in the four-year program for Eu- 
ropean recovery. 

Actual changes in monetary 
rates, however, are likely to be 
held up until there is definite as- 
surance of financial help from 


America. 
o Oo *9O 


Economic reforms are being rushed 
in Western Europe to clear the way 
for devaluations of currencies. 

The goal is to develop conditions 

that will give the new rates a chance 
of standing unchallenged for some 
time to come. 
@ First devaluations are expected in 
France and Italy. Dispatches from Paris 
and Rome _ show that inflation has 
mounted so high in those countries that 
no measures short of devaluation are 
likely to protect the benefits expected 
under the Marshall Plan. 

Other countries that might follow with 
currency adjustments are Denmark, Nor- 
way, Holland and Belgium. Unless there 
is insistence from the United States, how- 
ever, those countries probably will be 
guided by the course of Great Britain, 
on whom they are dependent for much 
of their trade. 

Britain will resist devaluation of the 

pound as long as possible, certainly 
through 1948. That is the opinion being 
expressed in London. 
@ Support for new values of currencies 
issued by members of the $7,900,000,000 
International Monetary Fund is to come 
from that organization. 

Experts of the Fund are making close 
studies of the economic problems of 
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member nations whose currencies are 
weakest. Recommendations for govern- 
mental action are being made through 
the Fund’s governors. 

The Monetary Fund must give its ap- 
proval before members can alter exchange 
rates more than 10 per cent. But little 
trouble is expected on that score. Fund 
officials in Washington recognize that 
devaluations of 10 per cent or less would 
do little good in Europe under existing 
conditions. 

A special loan of gold and dollars from 
the United States Government to assist 
in stabilizing European currencies is be- 
ing considered by some advisers of Presi- 
dent Truman. The Paris report on Euro- 


pean economic co-operation suggests that. 


$3 billion is needed for that purpose. 

Sentiment in Congress, however, tends 
toward the side of the committee headed 
by Secretary of Commerce W. Averell 
Harriman. That group recommends that 
the task of supporting currencies be left 
to the Monetary Fund. The committee 
points out that the United States already 
has subscribed $2,750,000,000 to the 
Fund. 

@ Money troubles now plaguing the 
world arise primarily from the waste of 
wealth and man power during the war. 

Millions of men were employed in 
nonproductive activities. Factories and 
homes were destroyed and raw materials 
consumed rapidly. Acres of farm lands 
went uncultivated. 

At the same time, a stream of paper 
money was issued to finance military ac- 
tions or to pay occupation costs, causing 
extreme inflation of currencies. 

Inside some countries, the result is that 
there is much more money to spend than 
there are food and goods to buy. Prices 
therefore have soared, black markets are 
flourishing and bartering is widespread. 

Under such circumstances, people 


‘quickly lose faith in their country’s 


money. They tend to hoard other things 
of value. Farmers are withholding pro- 
duce from the markets and industrial 
workers are getting even less to eat, thus 
cutting production further. 

In international trade, low production 
means that countries cannot sell enough 
goods outside their borders to pay for 
the necessities they must import. Exces- 
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FINANCE MINISTER SCHUMAN 
He tried to lure French gold out of hiding 


sive prices hold down outside sales even 
of what goods can be spared. 

As trade deficits with the rest of the 

world increase, these countries get less 
outside demand for their currencies. 
“Unofficial” rates of exchange develop 
among world traders and the currencies 
under pressure sell at heavy discounts. 
As a result, it becomes more and more 
costly to buy needed imports. 
@ Devaluation will mean official recog- 
nition of the higher cost of imports. But, 
more important, it will cut the prices of 
the things that devaluing countries have 
for sale. That will make it possible for 
them to earn more currencies of other 
nations and improve their positions in 
world trade. 

In the case of the franc, new rates 
accepted as valid by most of the world 
also could bring much French wealth 
out of hiding. With confidence in their 
currency restored, Frenchmen will be 
encouraged to exchange hoarded gold 
and dollars for francs. Assets deposited 
abroad also may be brought home. 

@ Currency stability in Western Europe 
is to be required to make the Marshall 
Plan work. 

American experts feel that aid will be 
wasted if overvalued currencies prevent 
sale of exports. General acceptance of 
exchange rates will make it possible for 
the participating nations to increase buy- 
ing and selling with each other, thus 
eventually cutting requirements from the 
United States. 

Some countries probably will try to 
hold the line for their currencies at pres- 
ent official quotations. With the help 
expected under the Marshall Plan, they 
may succeed. But deflation in France 
and Italy will make inflation elsewhere 
more apparent. 

As the recovery progiam progresses, 
competition between countries should in- 
crease. That may force devaluation of 
other European currencies. 
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CRUCIAL FIGHT IN FRANCE 
FOR STABILIZED ECONOMY 








Reported from PARIS 


France is in the midst of an ex- 
periment designed to save the 
franc from collapse. 

Industrial workers are to get 
one boost in wages, but no more. 
Food prices must be held at pres- 
ent levels. 

Question is whether moderate 
governments in France are strong 
enough to devalue the franc and 
to halt a runaway inflation en- 


couraged by Communists. 
o 0 °O 


@ Stabilization now is the major issue 

in France. In the midst of an intense 
feud between Communists and anti- 
Communists, a moderate Government 
has launched a plan to halt the in- 
flationary round of price and wage in- 
creases. 

The Government’s decision is not en- 
tirely voluntary. Frenchmen are slow to 
forgive politicians who demand heavy 
sacrifices from the public. But to qualify 
for dollar aid from the U.S., the French 
Government must resist the temptation to 
let wages and prices run higher with new 
money from the printing presses. 

@ Sacrifices required under the stabiliza- 

tion program begin in the Government's 
own budget. France has promised the 
U.S. and other countries participating 
in the European Recovery Plan that it 
will borrow no more money from the 
Bank of France in 1948. This means that 
the Government can spend only what it 
gets from current revenues. 

Government economies have cut so 
deep into the budget that the whole 
structure of industrial prices is altered. 
Coal subsidies representing one twelfth 
of the Government’s total expenditures 
are being dropped. World Report's Staff 
Correspondent William H. Lowe de- 
scribes the effect on industry in a dis- 
patch from Paris: 

“Industry's costs are soaring as a result 
of the increase from $11.60 to $18 a ton 
in the price of coal. To help maintain 
production, the Government has freed 


nearly 2,000 industrial items from price 
control. 

“The plan is to let industry catch up 
to food prices, which have risen nearly 
59 per cent more than industrial prices 
since 1939. 

“Railways are to increase passenger 
fares by 25 per cent and freight rates by 
28.5 per cent. Gas and electric rates are 
to go up about 45 per cent. Prices of 
steel, concrete and manufactured goods 
ure expected to rise between 10 and 20 
per cent. 

“Farm prices must be held close to 
current levels if the Government's pro- 
gram is to succeed. Trouble already is 
developing. Retail merchants are strik- 
ing, closing up their shops, to protest a 
Government order requiring them to post 
both the wholesale and the retail price 
of all foodstuffs.” 

New controls are established over food 
prices, at every level, from the farm to 
the retail store. French farmers have been 
keeping large herds of beef cattle alive 
as a hedge against inflation. The Govern- 
ment now is attempting to force the 
farmers to slaughter cattle and to send 
feed grain to flour mills. 

Bank credits previously used by bor- 
rowers to enable them to hoard goods in 
rising markets, now are restricted. 

Bank loans to industry total $4,800,- 
000,000 as compared to $2,900,000,000 
in 1945. Industry still may borrow $170 
million more before the year’s end, but in 
1948 new credits are to be given only to 
selected industries, at the expense of 
other loans. 

Taxes hitherto ignored by a large por- 
tion of the population must be collected. 
For the first time, the Government is to 
set up a central file with a tax card for 
each citizen. By this method, tax collec- 
tions may be increased by as much as 
$700 million a year. 

Industrial wages, which have risen 
only half as fast as prices since January 
1, are going up once more. French labor 
unions threaten a general strike if their 
demands are not met by December 19. 
They are asking a minimum wage of 
$90.70 for 200 hours of work, a 60 per 
cent increase over the present minimum. 
They also want overtime pay exempted 
from taxation, 


Paris dispatches say that the Govern- 
ment is likely to give in to labor's de- 
mands this time, but thereafter will hold 
out against wage increases, if farm prices 
can be kept down. 

Politics plays a major:role in French 

economy. Communists, who oppose. the 
Marshall Plan for European reconstruc- 
tion, stand to gain their ends if the franc 
crumbles. To achieve this, the Com- 
munists are encouraging strikes for 
higher wages and are stirring up street 
demonstrations that have reached riot 
proportions. Anti-Communists are en- 
couraging the Government to take strong 
police action, but many anti-Commu- 
nists are opposed to the Government's 
plan for halting inflation. 
@ Value of the franc eventually is to be 
stabilized somewhere between today’s 
official rate of 119 to the dollar and the 
free market rate of 275 to the dollar. De- 
valuation will be a boon to French ex- 
porters, already suffering from price com- 
petition on world markets. But the Gov- 
ernment is trying to create a firm base for 
a new franc by establishing a balance of 
prices and wages within France. 
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‘PERON PLAN’ AS SPUR TO ARGENTINE TRADE 


Argentina is promising food 
and advancing large credits to 
hard-pressed countries under a 
program that is publicized as the 
“Perén Plan.” 

Back of the idea is a twofold 
objective: to get markets for ex- 
ports at high prices and to assure 
Argentina of the raw materials 
and machinery it needs. 

The question is whether Ar- 
gentina will be able to make 
good on “Perén Plan” promises. 

o 0 °O 


Argentina’s Government is rounding 

out a series of trade agreements reach- 
ing all over the world. 
@ “The Peron Plan—General term for 
these agreements—is as much a crea- 
tion of President Juan D. Peron’s chief 
economic adviser, Miguel Miranda, as 
it is the President’s,” reports Bernard 
S. Redmont, staff correspondent of 
World Report, in a dispatch from 
Buenos Aires. 

“While formally announced by name 
only recently, the Plan is said by the Gov- 
ernment to have been in operation for 
more than a year.” 

Miranda declares that in July 1946 the 
Argentine Government saw the need for 
giving “all possible aid to countries dev- 
astated by the war and to those which 
suffered its effects without being in it.” 
The Plan, as Miranda outlines it, consists 
of “helping the reconstruction of the 
world and aiding the economy of Argen- 
tina’s neighbors.” 

Miranda maintains that the Marshall 
Plan is “exactly the same as the Peron 
Plan,” except that the Marshall Plan is 
“being delayed too long” and may be 
“missing the bus.” 

Not a part of the Perén Plan, however, 
is the agreement to sell the U.S. 25,500 
tons of corn for use in Germany, on con- 
dition the U. S. facilitate deliveries of ma- 
chinery and equipment to Argentina. 

@ Purposes of the Peron Plan are main- 
ly economic, but partly political, al- 
though Argentine spokesmen frequently 
stress its humanitarian aspects. Specifi- 
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Reported from BUENOS AIRES 


cally, Argentina is working toward these 
objectives: 

Assuring markets for Argentine ex- 
ports at high prices. 

Obtaining imports of raw materials and 
manufactured goods Argentina needs. 

Eliminating tariffs on some commodi- 
ties to stimulate trade with neighboring 
countries. 

Increasing tonnage for Argentina's fast- 
growing merchant marine. 

Assisting countries that were hit hard 
by the war. 

Enhancing the prestige, both eco- 
nomic and political, of Argentina. 

@ Signers of trade agreements with Ar- 
gentina now total 23 countries. Negotia- 
tions are in progress with several others. 

Marshall Plan countries, with four ex- 
ceptions, have signed up. The exceptions 
are Greece, Turkey, Austria and Iceland. 

Eastern Europe, which decided not to 
collaborate in Marshall Plan, figures in 
the Peron Plan. Three countries inside 
the Soviet orbit—Finland, Czechoslovakia 
and Romania—already are included, and 
negotiations are under way with Bulgaria, 
Poland, Yugoslavia and Russia. 

While Argentina is anti-Communist in 
orientation, the Government feels that 
business is business, as a general rule. 
Some of the items sold by Argentina to 
countries inside the Soviet orbit, such as 
hides that Romania proposes to buy, may 
eventually find their way to Russia. Politi- 
cal considerations, however, are holding 
up the conclusion of agreements with 
Russia and Yugoslavia. 

@ Spain is not considered under the 
Marshall Plan, but is closely linked to 
Argentina by ties of culture, ideology and 
commerce. Thus, under the Perén Plan, 
Spain gets a big credit and is enjoying 
priorities on food shipments. 

qj) Latin America, thus far mentioned in 
Marshall Plan discussions only as a source 
of supply for European needs, plays a 
major role in the Perén Plan. Agreements 
with Bolivia and Chile extend important 
credits and look toward establishing a 
partial customs union, as well as provide 
for the exchange of commodities. Trade 
agreements have been made with Brazil, 
Ecuador, Peru, Paraguay and Uruguay. 
New or supplementary arrangements are 
in process with Brazil, Colombia, Ecua- 
dor, Paraguay, Peru and Venezuela. 

India comes in under the Perén Plan 
with a barter of jute for Argentine grains. 


South Africa will join in if pending 
negotiations are successful. 

@ Typical of the more important ac- 
cords is the one with Italy. 

Argentina agrees to sell Italy about 
720,000 tons of grain and 35,000 tons of 
seed oils a year, provided exportable sur- 
pluses reach a certain size. 

Italy agrees to furnish raw materials, 
machinery, transportation equipment and 
chemicals. 

Italy is promised credits totaling $175 
million, half in the form of a three-year 
revolving fund bearing interest of 2.75 
per cent and half as a long-term drawing 
account at 3.75 per cent. 

@ Credits that Argentina has agreed to 
furnish other countries total $995 million. 
The accompanying chart shows the 
amounts set up for countries in Europe. 
In addition to European credits, Argen-+ 
tina has agreed to lend $187% million to 
Bolivia and $175 million to Chile. Deals 
now being negotiated with Paraguay, 
Peru and Ecuador also are likely to in- 
clude credits. 

Magnitude of the credits dramatizes 
Argentina's quick change from borrower 
to lender and raises the question of its 
ability to lend as much as she has agreed 
to. 

When Peron took office 18 months ago, 
Argentina was in debt. Since that time, 
the Government has paid off its external 
bonds. It has bought the telephone sys- 
tem for nearly $100 million. It is in 
process of taking over British-owned 
railways. It has made heavy purchases 
of transportation and military equipment. 
Result is that holdings of gold and dollars 
are melting away fast. 

Economists question, therefore, wheth- 

er Argentina will be able to make good in 
case all countries demand the full 
amounts of the promised credits. They 
wonder, too, whether the borrowers will 
be able to repay on schedule. 
@ Other troublesome questions at this 
time of food shortages are whether Ar- 
gentina will be able to deliver all the 
wheat it is conditionally pledged to de- 
liver, and what prices it will charge. 

Minimum amount of wheat other coun- 
tries might expect from Argentina under 
their agreements would be 2,780,000 
metric tons annually, provided the crop 
was large. Actually, reports in Buenos 
Aires show that shipments from Argen- 
tina are considerably below this rate. 





























Most of the agreements covering wheat 
sales contain escape clauses, however. 
Under most of these clauses, the Argen- 
tines need not deliver the promised 
amount if the exportable surplus falls 
below 2,600,000 tons. With wheat acre- 
age smaller now than it was last season, 
the exportable surplus next year is likely 
to be less than 2,600,000 tons. Other 
countries, thus, are unlikely to get as 
much wheat from Argentina as they ex- 
pected to get at the time they made 
the agreements. 

The price of Argentine wheat worries 
purchasing countries as much as the 
amount they will be able to get. 
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Argentina stayed out of both the 
United Nations Relief and Rehabilitation 
Administration and the International 
Emergency Food Council to have a free 
hand in exporting food. The Argentine 
has donated about $10 million worth of 
food to needy countries. But the Govern- 
ment’s policy on export sales is to charge 
a high price, using the profits to finance 
the Argentine Five-Year Plan. Many 
countries have been required to pay over 
$4 a bushel for Argentine wheat, and the 
asking price in some cases has been 
close to $6. These figures are far above 
export quotations in Canada and the 
United States, 
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Most of the Argentine agreements cov- 
ering wheat sales leave the price subject 
to negotiation and allow the purchaser 
to buy elsewhere if he can beat the Argen- 
tine price. But the wheat shortage will 
force many countries to buy from Argen- 
tina. And the price will be high unless 
the Government changes its policy. 

Under the Perén Plan, Argentine food 
and credits are to help with world re- 
construction. The food, however, prob- 
ably will be expensive and less ‘plentiful 
than had been hoped by the countries 
that have agreed to buy it. Moreover, the 
full amounts of the promised credits may 
not be available. 
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WHY BRITISH GOVERNMENT 





LEAVES COMMUNISTS ALONE 





Reported from LONDON 


Great Britain’s Labor Govern- 
ment has rejected a suggestion in 
Parliament that it set out to ex- 
pose British Communists in the 
manner now being tried in 
America. 

The decision is in line with a 
traditional Laborite policy to 
keep hands off the Communist 
Party. Its members are free to 
run for office, work for the Gov- 
ernment and rise to union influ- 
ence, if they are strong enough. 

Actually, despite this freedom 
and official disinterest, the Com- 
munist Party is losing members 
in Britain. 

o 908 °9O 


Britons are watching anti-Com- 
munist activities in the United States, 
but they aren't interested in following 
a similar course at home. The So- 
cialist Government, frankly, is not 
worried. Here are the reasons: 

@ Communist strength is slipping in 
Britain, although the party is completely 
unmolested by the Government. 

Party membership is down to 39,200 
from its high point of 49,300, reached 
two years ago. The figures are from 
Harry Pollitt, the chief of the British 
Communists. 

At the polls, Communist strength has 
not been tested lately, but in the elec- 
tion two years ago the party polled only 
102,780 votes out of 25 million cast. 

In the unions, communism shows the 
greatest strength because members stick 
together and attend meetings regularly. 
But they have influence in only a few in- 
stances. In many of the bigger unions, 
they don’t amount to anything. Direct 
action has been avoided since last winter 
when several Communists were jailed for 
staging sit-down strikes in housing de- 
velopments. 

@ Government policy, in this situation, 
is to watch the Communists for signs of 
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developing disturbance, but generally to 
ignore them as a political force. The sug- 
gestion that Parliament set up a “Com- 
mittee on Un-British Activities” was 
laughed off by the Labor Cabinet. One 
member ridicules the Communists by 
telling them that they are too unimpor- 
tant to be taken seriously by the Russian 
Government. 

“Britain’s Socialists,” says Charles H. 
Kline, World Report's associate editor in 
London, “are going to fight communism 
on a day-to-day basis instead of attacking 
communism just once a year.” 

In line with this program, Herbert 
Morrison, Deputy Prime Minister, calls 
on Laborite workers to attend to union 
business more closely and keep the Com- 
munists from gaining influence. He re- 
minds Laborites that their party twice 
refused to affiliate with the Communist 
Party. 

In Parliament, two Communists hold 
seats, William Gallacher and _ Philip 
Piratin. On some issues, they draw votes 
from among the dissidents in the Labor 
Party, but Prime Minister Attlee’s Gov- 
ernment always commands a safe major- 
ity. It has more to worry about from the 
Conservatives than from the left. 

In. civil service, Communists are free 
to hold Government jobs. No statistics 
are available on the number so employed, 
since Government workers do not have to 
give party affiliations. 

Military authorities last spring raised 
the question whether Communists should 
be dropped from such agencies as the 
Atomic Energy Commission. The Gov- 
ernment ruled that membership in the 
Communist Party is not grounds for 
firing an employe or turning down an 
applicant. : 

Under Government regulations, any- 
one fired for security reasons has a right 
to demand why he was dismissed and to 
receive a hearing to answer the charge. 

@ Union policy toward Communists 
varies with the individual unions. Here 
is the situation briefly: 

Mineworkers have Communist Arthur 
L. Horner as their secretary. He is per- 
sonally powerful, but Communists don’t 
control the union. 

Amalgamated Engineering Union is 
under considerable Communist pressure. 
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COMMUNIST UNION LEADER 


Horner is strong but Labor is stronger 
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COMMUNIST BOSS POLLITT 
In two years 10,000 members quit 


Electrical Trades Union is in the same 
position. 

These are the biggest unions where 
communism is noticeable. There are 
some others, but combined they give no 
measure of organized labor in Britain. 

The Trades Union Congress, for ex- 
ample, is made up of 7,500,000 workers. 
Included is Britain’s biggest union, the 
Transport and General Workers, whose 
leaders are decidedly toward the con- 
servative side. 

From a numerical standpoint alone, 

the Transport Workers Union of more 
than a million members would be more 
than a counterpoise to the large unions 
that have a Communist tinge. And even 
that tinge is something short of perma- 
nent. 
@ The general attitude in Britain is to 
pay the Communists no special atten- 
tion. Politically they are treated as any 
other minority party. There is some ap- 
prehension in some unions but there—as 
in politics—the policy will be to fight the 
Communists on a day-by-day basis, not 
in a flurry of activity once a year. 


















































NORWAY’S CUT IN IMPORTS 





TO PAY FOR NEW SHIPPING 





Reported from OSLO, WASHINGTON and NEW YORK 


Norway is going deep into 
debt to rebuild its war-shattered 
merchant marine. | 

The strain is showing up in the 
countrys foreign exchange re- 
serves, down 55 per cent this 
year. A slowing down in over- 
seas buying, especially of Ameri- 
can goods, is one result. 

The question is whether Nor- 
ways dwindling resources will 
last until earnings from shipping 
put the nation in the black. 
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Less buying and more selling 
abroad, coupled with intensified con- 
trols at home, are counted on by Nor- 
way to pull-the country through a 
critical period ahead while it waits 
for ships to revive its maritime 
strength. 

Norway's prosperity before the war 
was based on tidy earnings from shipping 
and from exports, mainly of fish and 
wood products. These more than paid for 
imports of coal, oil, machinery and other 
essentials. 

“] Shipping normally balanced the 
books, paid the bills for Norwegians who 


imported more than they exported. Half ° 


the fleet was lost in the war, however, 
and with it went the balance wheel in the 
Norwegian economy. 

Rebuilding the merchant fleet is a slow 
and expensive process. Ships available to 
Norway in July totaled about 3,700,000 
tons, compared with 4,800,000 in 1939. 
Norway has about 2,700,000 more tons 
on order. Many of these ships are on the 
ways in Sweden, Britain, Holland, Den- 
mark, Italy and Belgium. Norwegian 
yards cannot build large ships. 

The program calls for a fleet of 5,400,- 
000 tons by 1950. Older ships will be re- 
placed, in large part, by that time. 

Earnings from shipping are more than 
sufficient to pay for this new construc- 
tion. But they do not yield enough yet 
to pay for the nation’s net imports of 
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goods. In a year or so, Norwegians hope 
that shipping revenues will again take 
care of their trade deficit. 

@ Imports, meanwhile, must be watched 
closely. The Norwegians have been buy- 
ing few luxuries abroad since the war's 
end. But rising prices for necessities, 
particularly in the United States, have 
upset Norway's calculations this year. 

As a result, the Oslo Government lately 
has taken steps to slow down imports, 
especially from America. Orders are not 
being canceled. Rather the present ef- 
fort is to defer delivery for a while. Im- 
port licenses will be granted only as for- 
eign exchange can be spared. 

The campaign is being helped by ra- 
tioning of gasoline, by stepping up im- 
ports of coal from Spitzbergen, and by 
utilizing large stocks on hand of things 
like textiles. A heavier sales tax on lux- 
uries, such as jewelry and cosmetics, also 
is being considered. 

@ Exports will be pushed harder than 
ever, especially those to the U. S. 

Wood products provide the readiest 
source of dollars. But exports of pulp 
and paper have been handicapped by a 
shortage of loggers and of mechanical 
equipment, such as motorized saws. Also, 
the domestic need for timber for rebuild- 
ing devastated areas has been very great. 

Now the Government is stepping in 


NORWAY'S SHRINKING FUNDS 


(Holdings of Gold and Foreign Exchange) 


$300 million 


$136 million 
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and restricting reconstruction to the 
scorched northern regions. Oslo and sur- 
rounding areas will have to wait. Use of 
paper in Norway also is being dis- 
couraged. Logging equipment is: arriv- 
ing. All in all, exports of wood products 
may be expected to increase. 

Fish are another important export. But 
most of the catch goes to Europe and 
does not earn dollars. The Norwegians 
have been bartering fish for Russian 
foods and will continue to do so. 

Whale oil will be exported in‘ larger 
quantities. Consumption in Norway is be- 
ing cut. 

Nitrogen fertilizers have good markets 
overseas and output is being pushed. 

But the over-all prospect is that ex- 

ports will continue to trail imports. 
@ Gold and foreign exchangz, it is 
hoped, will tide Norway over until her 
shipping revenues rise. But it is a race 
against time. In the first nine months 
of this year, Norway's holdings of gold 
and foreign exchange dropped from $300 
million to $136 million, as the chart 
shows. The figure mav be even lower 
by the year's end. 

Other resources are available to Nor- 
way. About $40 million is left of a U.S. 
Export-Import Bank credit. In ‘addition, 
a group of New York banks in June 1946 
gave Norway a revolving credit of $16 
million. Last spring, Norway was able to 
float a $10 million bond issue in America. 
Norway has never defaulted on its obli- 
gations. Its credit rating is excellent in 
New York financial circles. The Interna- 
tional Monetary Fund probably would 
help Norway over the rough spots. Oslo 
has asked for modest aid under:the Mar- 
shall Plan. 

@ Controls. The present crisis may 
mean more regulation of the Norwegian 
economy. Subsidies, rationing and price 
and wage controls already are being em- 
ployed. The Government has_ wide 
powers to control almost every side of 
life. But, so far, controls are not consid- 
ered unreasonable by Norwegian busi- 
nessmen, according to information from 
Oslo. The Government now is restrict- 
ing further the use of foreign exchange 
and the use of goods and resources. So 
far, the Labor Prime Minister, Einar 
Gerhardsen, has relied on private indus- 
trys co-operation. But the Government 
can force compliance. 

@ The prospect is that Norway will do 
everything possible to limit the drain on 
its foreign exchange. Further curbs on 
imports will be necessary if exports can- 
not be expanded through persuasion. At 
all costs, the ship program will be con- 
tinued, for ships are counted on to float 
Norway clear of present dangers. 
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THE WORLD 
AS RUSSIA SEES IT 


Political and Strategic Sectors 
On the Frontiers of the U.S.S.R. 


FF” MANY YEARS, Americans looking over their borders have 
seen friendly, uncoveted nations to the north and south, and 
great ocean areas, under potential U.S. control, to the east and 
west. More recently they have come to see the threat of future 
aerial attack over the North Pole and to realize that the United 
States is now deeply involved in bitter contention with Russia in 
Europe, the Middle East and the Far East. This has become a 
familiar picture to the informed American. Far less clear, how- 
ever are his ideas as to how the world appears to Soviet eyes. 

In these pages World Report presents this Russian picture. The 

accompanying map is centered on the industrial area of the Ural 
Mountains, and is so drawn that all distances from Sverdlovsk appear 
in correct scale. Each circle represents 500 nautical miles. 
@ Russia as it appears to the Russians is accurately depicted in this 
map. It is a vast land mass, with boundaries about equal to the 
circumference of the globe. As in the case of the United States, these 
boundaries are about half land and half sea. But unlike America’s, 
the water boundaries of Russia are largely formed by cold seas that 
offer little access to the navigable waters of the world. 

The rulers of Russia recognize their internal problem as being 
to develop their great population, area and material resources in 
order to make their country the most powerful and most nearly self- 
sufficient in the world. In external relations, however, they are con- 
cerned primarily with the areas immediately adjacent to the Soviet 
Union, and less directly with the areas beyond. 

From the point of view of Soviet policy, the boundary areas of 
Russia have two aspects. They may serve as the pathway of Russia’s 
political, military or economic expansion from within, or they may 
serve as bulwarks against compression or intrusions from without. 
Because of the global distances involved, it is natural that these 
peripheral areas should present the widest variations as regards 
these factors. In view of these differences, the leaders of the Kremlin, 
looking outward, see Russia’s boundaries divided into six well-defined 
sectors. As indicated on the map, these are: 

1. Afghanistan and West China; 4. Arctic Coast; 

2. North China and Korea; >. Europe; 

3. Pacific Coast; 6. Middle East. 

@ Sector 1 is one of the most impenetrable areas in the world. The 
highest mountains, the bleakest deserts and a state of development 
little changed in a thousand years make this part of Russia’s bound- 
aries more or less a walled-off sector. There is little or no chance 
of expansion of substantial value, and no possibility of serious at- 
tack from this direction. 

@ Sector 2 of the border areas lies astride the fortieth parallel, from 
the western boundary of China to Vladivostok on the Sea of Japan. 

Politically, this area may be considered as still in a fluid state. In 
the western half lies Outer Mongolia, a remote and undeveloped 
area, theoretically an independent republic, but in fact dominated 
by Russia. In the eastern half, Manchuria and North China are 
legally parts of China, but actually are largely under control of 
Chinese Communists. Northern Korea is occupied by Russia, pending 
a settlement with the United States as to its future. To Russia, this 
sector as a whole offers great possibilities for political, military and 
economic expansion. For the near future, however, such possibilities 
are somewhat limited because of its remoteness from the heart of 
Russia and because of Moscow's preoccupation with more immediate 
problems in the West. 

In the long view, however, Sector 2 is one of the three major 
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LOOKING OUTWARD FROM THE SOVIET UNION 
Russian military leaders Marshal Konev (right) and General Zakharov study their position on the map 


areas for possible Russian expansion. In 
fact, many students of Russia consider 
that eventually it may be the primary 
scene of such efforts. 

@ Sector 3 is Russia's frontage on the 
Pacific—or more exactly on the Sea of 
Japan, the Sea of Okhotsk and the Bering 
Sea. As an ocean outlet for Eastern Rus- 
sia, it is of somewhat limited value be- 
cause of adverse climatic conditions. Too 
far north and on the “cold side” of the 
North Pacific, it is in no way comparable 
with the Pacific coast of the United 
States. It is unsuitable as an area for 
developing a naval or merchant fleet 
capable of taking control of the North 
and Western Pacific from America. 

In the south, this sector furnishes a line 
of approach to Japan, which, neverthe- 
less, in Russian eyes will probably be con- 
sidered a barrier as long as that country 
remains under the strategic control of the 
United States. In the north, it offers a line 
of air attack between Eastern Russia and 
Alaska and possibly the Pacific North- 
west of the United States. 

The conditions that make Sector 3 of 
limited value as a pathway for future 
expansion make it strong defensively. 
Russia, as a whole, may be regarded as 
invulnerable from the Pacific. 

@ Sector 4—the Arctic Ocean—must be 
discouraging to the Russians. Only at the 
western end does it furnish even a limited 
outlet to navigable seas. Until recently 
the rest of this sector represented an in- 
surmountable barrier, outward or inward. 
It is now generally accepted, however, 
that the long-range aerial warfare of the 
future can mount this barrier. 

@ Sector 5 actually extencs along the 
western border of Russia from the Arctic 
Sea to the Black Sea. Russia’s rulers, 
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however, are more concerned with the 
borders of the present Soviet-controlled 
area, and view their western frontier as 
already extended to the Elbe, Trieste and 
the Adriatic. At present, this is the most 
important sector of the world scene as 
viewed from Moscow. 

Historically, Europe has been Russia's 
corridor to the Western world. Through 
it have come most of her contacts with 
modern civilization. It has been the 
path leading to her greatest victories 
and her greatest disasters. Only in this 
sector has Russia been threatened with 
conquest. 

In the last 10 years, Russia has been 
more active in the European sector than 
in any other—and with uniform success. 
Here, where many of the major postwar 
issues have yet to be settled, the Soviets 
see the most promising area for further 
expansion of their system. On the other 
hand, in this area Russia is most directly 
in contact with the resistance to that 
movement by the Western world. 

From the point of view of national 

securitv, Russia recognizes the European 
area as the most vulnerable. It is the only 
part of the Russian perimeter where ef- 
fective attack on a large front is practi- 
cable. It is also the nearest boundary to 
the vital areas of Russia. 
@ Sector 6 is that part of the Russian 
periphery which involves the Eastern 
Mediterranean and the Middle East. It 
extends from Greece to Afghanistan. Its 
major physical and strategic feature is 
the Black Sea, which forms one third of 
its length and furnishes water access to 
the Eastern Mediterranean by way of 
the Dardanelles. 

Throughout Russia's modern history, 
this area, second only to Europe, has been 
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of vital interest. For centuries, the rulers 
of Russia have felt the expansive urge 
toward the only warm waters accessible 
to them—the Eastern Mediterranean and 
the Persian Gulf. In later times, the 
wealth of oil in the hands of weak and 
backward states in the area has added to 
this urge. 

For the last century, the power of Brit- 
ain has stood in Russia’s path in this part 
of the world. Now Russia sees that power 
on the wane, with no certainty that it will 
be fully replaced by the power of the 
United States. Consequently, Russia sees 
in this situation a long-awaited opportuni- 
ty for expansion. 

On the other hand, the great impor- 
tance of the Middle East in the strategic 
pattern of the world probably brings a 
note of caution to the plans of the Krem- 
lin concerning this area. Russia can fore- 
see strong opposition there, and may well 
proceed slowly, at least until current 
problems in Central Europe are. nearer 
solution. 

As regards possible attack against Rus- 

sia in this area, its physical characteristics 
and its distance from the center of West- 
ern military power make it more secure 
against invasion than the European sec- 
tor, although less so than the Asiatic and 
Arctic borders. 
@ Six sectors, thus, compose the pan- 
orama that meets the Russian eye looking 
outward at the world. The sectors vary 
widely in their possibilities for expansion 
and their value for defense. But they have 
one aspect in common. Over and beyond 
each sector the rulers of Russia see the 
United States as the only nation with suf- 
ficient power to take a determined stand 
against expansion of these borders and 
the system they contain. 
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SURVEY OF AID FOR EUROPE 


Reported from 


HE U.S. CONGRESS is giving President 

Truman’s plans for $597,000,000 in 
emergency aid to Europe the closest 
screening that White House financial 
figures have experienced from Congress in 
vears. 

Senators and members of the House of 
Representatives are going deep into the 
President's plan for helping France, Italy 
and Austria through the winter. Behind 
this study lies a mass of independent in- 
formation gathered abroad for Congress 
by a member of that body, Rep. CHRIS- 
TIAN A. HERTER, of Massachusetts. 

Congressmen are now checking the 

President's requests against facts dis- 
closed in a series of reports turned in by 
Herter and 17 of his House colleagues, 
who visited 18 countries of Europe last 
summer. The Herter reports published so 
far cover the question of emergency aid 
for Europe. By January, when Congress 
considers a long-range program for Eu- 
rope, Herter’s reports on that broader 
problem also will be available. 
@ Congressional questions directed at 
the White House and State Department 
since the emergency session of Congress 
began show the fruit of the Herter Com- 
mittee’s work. 

Amount of supplies America can fur- 
nish Europe is challenged by the inquir- 
ing congressmen. 

Herter, speaking for many of his col- 
leagues in the House and Senate, believes 
that the great danger in working out an 
aid program is that Washington will 
promise more grain and other supplies 
than the U.S. can deliver. Discouraging 
reports from America’s Midwest on the 
winter wheat crop make many congress- 
men agree with Herter’s cautious attitude. 

Control of the vast spending program 
—interim aid and then billions annually 
for the European Recovery Program—is 
a point of contention between Congress 
and the White House. 

Herter’s ideas on this subject have wide 
support in Congress, especially among his 
fellow Republicans. Herter believes that 
the spending program should be admin- 
istered by a bipartisan Government cor- 
poration. Eminent senior statesmen would 
be recalled from retirement to help set 
its policies. A prominent business execu- 
tive would direct day-to-day activities. 
The State Department would have a vote 
on the board of directors but would not 
have control of the agency's policies. In 
Europe, the recovery organization would 


WASHINGTON 


by-pass regular U.S. diplomats, would 
deal directly with other governments. 

Behind this proposal lies a feeling 
among some congressmen that the State 
Department is not geared to administer 
the huge new project. Many congressmen 
believe that the State Department, in its 
role as contact point for the Government 
with other countries, might accept at face 
value figures and arguments submitted 
by other governments. Lawmakers at the 
Capitol also fear that the official hierarchy 
of the State Department does not offer 
sufficiently impressive salaries or titles to 
attract top-flight executives from the 
world of business to help run the pro- 
gram. They think that an independent 
organization, along lines of the wartime 
emergency agencies, would be more at- 
tractive to leaders of American industry. 

Amount of money the Administration 
asks for is being sharply questioned by 
Congress. 

In Italy, for instance, the Herter Com- 
mittee found that farmers could probably 
deliver more grain to city collection points 
than either the Italian Government or the 
U.S. State Department estimated. Bigger 
collections from the farms would decrease 
the amount of grain America is called on 
to ship to Italy. 

In France, the Herter Committee found 
assets not mentioned by the State De- 
partment that the French might use to 
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TRAVELING CONGRESSMAN 
Mr. Herter was there before 


pay for imports. The Committee points 
out that the French have gold reserves 
of $440 million. In addition, French citi- 
zens have more than $3 billion in pri- 
vate holdings inside France, plus about 
$500 million in the United States that 
has not been declared. The traveling 
congressmen want to know why France 
cannot make use of these private hold- 
ings to help pay for imported supplies. 
@ Herter’s role now as a leader in form- 
ing congressional opinion on the Admin- 
istration’s aid program has overtones of 
irony. 

His project to take a cross section of 
congressmen to Europe to see conditions 
for themselves was almost throttled at 
birth. Herter, a junior member of the 
Rules Committee of the House, first pro- 
posed the idea last April. Joseph Martin, 
Speaker of the House, liked the idea, but 
members of the regular House Committee 
on Foreign Affairs thought Herter was 
invading their jurisdiction. They managed 
to block his proposal for three months. 
But in the closing days of the regular 
session last July, Congress authorized the 
trip by Herter’s committee. Now Chair- 
man Eaton (Rep.), of New Jersey, head 
of the regular House Committee on 
Foreign Affairs, is one of Herter’s most 
enthusiastic supporters. 

State Department experts who have 
been cross-examined by Herter cannot 
forget that Herter himself is a former 
official of the State Department and is 
one of the stanchest supporters in Con- 
gress of internationalist policies. 

Born in France of American parents 
53 years ago, Herter was a State Depart- 
ment attache in Europe and in Washing- 
ton during the First World War. After 
the war, he helped Herbert Hoover dis- 
tribute relief supplies in Europe, then 
served as Hoover's special assistant when 
the ex-President was U.S. Secretary of 
Commerce. Herter still is on intimate 
terms with Hoover. 

In 1931, Herter won his first political 
office—a seat in the House of Representa- 
tives in his home State of Massachusetts. 
He served there 12 years, the final four 
years as Speaker of the House. In 1943, 
his mixed district of factory workers and 
Yankee millionaires just north of Boston 
sent him to Washington as congressman. 

Herter believes that his outstanding 
achievement so far in Congress is in ob- 
taining unanimous approval from the 
Committee he leads for its reports on Eu- 
ropean conditions. In the process, the 
Committee’s work changed several for- 
mer isolationists to full support for aid to 
Europe. 

@ The results of Herter’s work may not 
show up fully in the emergency program 
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that Congress votes, but his ideas are 
certain to be embodied in any long-range 
program. 

For the emergency request, there is 
little disposition in Congress to alter radi- 
cally the measures proposed by the Presi- 
dent. Congressional leaders recognize that 
the President is not exaggerating when he 
says that financial collapse faces several 
governments of Europe unless interim aid 
funds are voted. 





Long-range spending for Europe’s re- 
covery is another matter. Though Con- 
gress generally accepts the need for some 
sort of long-range financing, there is 
wide disagreement with the White House 
over the proposed amounts and meth- 
ods of administration. The facts gath- 
ered in Europe by the Herter Commit- 
tee will be used extensively by Congress 
to tailor a long-range European Recov- 
ery Program. 


British Lords’ Political Role 


Reported from LONDON 


”  lgpautoome between Britain’s Labor Gov- 
ernment and the largely hereditary 
House of Lords promises to dominate the 
political scene in Britain for the next two 
years. The remainder of the Govern- 
ment’s Socialist program may be at stake. 

A Labor Party jurist, VISCOUNT 
JOWITT, presides over the upper cham- 
ber of Parliament. But Conservatives 
dominate its membership. They have the 
power to delay for two years all except 
financial legislation. The Labor Party, 
with less than three years of its present 
term left, seeks to reduce this period to 
12 months. 

Lord Jowitt, a country parson’s son 
who rose to become one of Britain’s top 
lawyers and political leaders, is urging 
the Lords to yield to this constitutional 
change, which the House of Commons 
already has voted. 

But the Lords seem ready for a last- 

ditch fight in defense of their powers. If 
they choose this course, they could delay 
the change until 1949 and become a 
focal point of the next election campaign. 
World Report’s London bureau supplies 
the following analysis: 
@ Nationalization of steel and other 
Government measures are the real issues 
behind the constitutional dispute. Con- 
servatives are opposed to Labor’s plan 
to nationalize the iron and steel industry 
next year. The Lords’ veto, unaltered, 
could hold up the measure until 1950, 
when new elections might bring the Con- 
servatives back to power. 

Equally important, the  suspensory 
veto gives the Conservatives a wide area 
for maneuver in the last two years of the 
Labor term. Threats to use the veto could 
force amendment of Government bills, 
precipitating issues that might embarrass 
the Cabinet and gain popular support 
for the opposition. 

The Labor Party’s program could be 
hamstrung to the point where the Gov- 
ernment would be forced to dissolve 
Parliament before its mandate expires. 
The Conservatives, led by Winston 
Churchill, might be able to choose not 
only the time for a new election, but the 
issues on which the campaign would be 
fought. 
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The Conservatives, as a result, are 

loath to see the Lords’ powers curbed. 
Charges of “dictatorship” and “sinister 
intrigue” are being made. Laborites are 
attacked for trying to weaken a “brake” 
on hasty legislation. 
@ As Labor spokesman in the House of 
Lords, Viscount Jowitt argues that the 
Lords function as a “brake” only when 
the Labor Party is in power. The Con- 
servatives now hold what amounts to a 
permanent majority in the upper house. 
Only a Labor Government is exposed to 
the threat of having new elections forced 
at an unfavorable time by the Lords’ 
veto. 

A former Attorney General, Jowitt is 
polished in his arguments. His title is of 
recent date. He was raised to the peerage 
by the present Government so that he 
could hold the post of Lord Chancellor. 
But his political skill and diplomatic 
manner have won him wide popularity 
in the upper chamber. 

Although a Socialist since 1929, Lord 
Jowitt does not balk at tradition. Like his 
predecessors, he wears a grey wig and 
ermine-trimmed robe and sits upon a 
sack of wool when he presides over the 
House of Lords. Occasionally, however, 
he pokes fun at his archaic title, “Keeper 
of the King’s Conscience.” 

“The King’s conscience is much easier 
to keep than me own,” he says. 

Tall, lithe, blue-eyed, with a mellow 
voice, the 62-year-old Jowitt also func- 
tions as head of the Privy Council, Brit- 
ain’s Supreme Court. He is acknowledged 
to possess one of the best legal brains in 
the country. The Labor Party is hoping 
he can win the upper chamber’s consent 
to a curb on the veto, without a two-year 
delay. 

@ The Lords hold their seats by inher- 
itance. New Lords are created by the 
King on the recommendation of the 
Prime Minister. Thus far the Labor Gov- 
ernment has made 43 appointments. But 
there are only 45 Labor Lords today. Of 


the remaining 799, about 420 are en- 


rolled Conservatives. Most of the others 
are anti-Labor. 

Before the Parliament Act of 1911, 
the Lords had an unlimited veto. To 
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LORD JOWITT 
Beneath the ermine, a Socialist heart 


prevent intransigence, a government 
could only threaten to swamp them with 
new appointments. It took this threat 
to get the Lords to accept, in 1911, 
a two-year limit on their veto. But they 
forced two general elections before 
yielding. 

At present, the House of Commons, 
subject only to the two-year veto, has 
authority to curb the powers, reform the 
membership or even to abolish the House 
of Lords. Abolition of the upper chamber 
long has been urged by left-wing Labor- 
ites. Knowing this, the Lords have re- 
frained from using their veto against the 
Labor Government so far, despite their 
overwhelming opposition to socialist 
measures. 

“We have become impotent through 
possessing too much power,” one Lord 
said recently. Few Lords take an active 
role in the body’s deliberations. Normal 
attendance is only about 35 and fewer 
than 100 vote on most measures. 

Laborites now hope that the Lords 
will accept a new limitation on their veto 
power without a long fight. If they do 
not, the struggle over this bill may lead 
to vetoes of other measures. Recent La- 
bor losses in municipal elections may 
encourage the Conservative Party to use 
the Lords’ veto to precipitate an early 
national election. 

Much depends on whether Conserva- 
tive strategists believe they could win 
such an election. They must also decide 
whether they are willing to consider the 
upper chamber as expendible in the bat- 
tle to regain power. For the next Labor 
victory, after such a challenge, would 
certainly result in thorough reorganiza- 
tion—if not abolition—of the House of 
Lords. 
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Life Around the World 


ZIS is a magic word for automobiles 
that excite Russians’ national pride 


MOSCOW 
® OF THE FIRST things a visitor 
sees when he lands at one of Mos- 
cow's airports is a black limousine, large, 
néw, shiny and trimmed with chromium. 
Russia's official travel agency, Intourist, 
uses such machines to transport its 
clients. 

The limousine that brought me into 
Moscow from Vnukovo Airport hummed 
along smoothly. It had an _ excellent 
radio, an efficient heater and rich up- 
holstery of conservative gray. The win- 
dows went up and down with the push 
of a button. In appearance, inside and 
out, it resembled a 1947 model Ameti- 
can Car. 

“Is this a Packard?” I asked. 

“Nyet! (No!),” growled the chauffeur. 
His voice was disdainful. 

“Is it of German make?” “Nyet!” 

“Then what kind of a car is it?” 

“Russki!” “(Russian!),” he said proud- 
ly. “ZIS.” 

ZIS is a magic word. It stands for 
Zaved Imyehni Stalin (the Plant Named 
after Stalin), the Stalin Auto Works in 
Moscow. But it is not just Stalin’s name 
that makes the ZIS plant excite the aver- 
age Russian’s national pride. 

The ZIS plant was Russia’s first auto- 
mobile factory. During the war, half of 
it was taken apart, packed up in crates 
and shipped to the Urals for war pro- 
duction. It won 39 Red Banner awards 
and the Order of Soviet Labor. Today, 
both the Urals and Moscow plants are 
producing at high speed. The Moscow 
plant, employing more than 30,000 work- 
ers, is one of Russia's largest factories. 

Passenger cars are scarce in Russia. 
Very few are owned privately by citizens. 
Most Soviet cars are owned by factories, 
Government agencies, collective farms 
and other organizations. They are used 
in motor pools for essential transporta- 
tion. Top officials and managers, how- 
ever, may have a special car to use for 
personal as well as for official business. 

Foreign Minister Vyacheslav Molotov 
uses a prewar model ZIS limousine that 
he has had for many years. Premier 
Joseph Stalin and several hundred other 
top Soviet citizens have new models. 
Several ZIS limousines have been shipped 
abroad as gifts to political leaders of 
neighboring countries. 


Anyone privileged to ride through the 
streets of Moscow in a ZIS discovers 
quick]y that this hixurfous limousine has 
many advantages over ordinary cars, and 
some of them are not mechanical. 

Traffic lights in Moscow are operated 
individually by policewomen who sit in 
circular glass cages on sidewalk corners. 
When an ordinary car drives up to a red 
light, it may have to wait several minutes 
for the light to change. When a ZIS 
limousine arrives, one honk of its horn 
brings the green light. 

On a visit to the ZIS plant in Moscow, 
I talked at length with Ivan Likhachev, 
the director, and several engineers. They 
showed me several shops and assembly 
lines. Detroiters may remember ZIS Di- 
rector Likhachev. He spent several years 
in the Michigan auto capital between 
1929 and 1935. He studied American 
techniques in the Ford, Cadillac, Lin- 
coln and Buick plants. However, he says 
that the ZIS limousine is modeled after 
none of these. 

“We take the best ideas from all cars,” 
he said. “There is no need to think of 
something new, if it already has been 
invented.” 

Likhachev has been in charge of the 
ZIS plant for 21 years and supervised 








construction of the Urals plant at Che- 
lyabinsk during the war. 

The director was a sergeant in Czar 
Nicholas’ Imperial Army when the revo- 
lution broke out in 1917. He joined a 
Red Army unit, fought on many fronts 
in the civil war, was wounded and rose 
to become a division commander. 

The Bolsheviks had inherited a Czarist 
“white elephant” in the form of an auto 
plant that had produced no cars. Accord- 
ing to Likhachev, the Czar’s War Minis- 
try in 1915 had asked a capitalist named 
Ribeshinsky to build an auto plant and 
financed him to the extent of eight bil- 
lion rubles. 

When the Communists nationalized 
the enterprise in 1917, they found that 
Ribeshinsky had spent five billions and 
had built three buildings, but no cars. 
They claimed Ribeshinsky had abscond- 
ed with the other three billion rubles. 

From 1917 to 1924, the factory was 
used as a repair plant to patch up old 
cars and trucks imported from abroad. 
Production of new vehicles began in 
1924 with a 1%-ton truck. Two years 
later, Likhachev, who had gone through 
engineering school after leaving the 
Army, took charge. 

In 1931, the plant was retooled for 
a 2%-ton truck. Three years later, the 
factory shifted to 3-ton machines. Not 
until 1936 was the first passenger car 
built in Russia. It was followed by busses, 
fire engines and other special vehicles. 

Today there are five large automotive 
plants in the Soviet Union, plus a net- 
work of parts and supply plants. Trucks 
still are their main product, but three 
also produce passenger cars. 

In addition to the hand-built ZIS lim- 
ousine, Soviet plants are turning out two 
small cars by mass production methods. 
One is the Pobyeda (Victory) and the 
other the Moskvich (Muscovite). Both 
have four cylinders and are a little 
smaller than low-priced American cars. 

According to Likhachev, the Moscow 
ZIS plant turned out 40,000 3-ton trucks 
last year. It will retool soon for a new 
model, a 5-ton truck. The Five-Year Plan 
calls for equaling by 1950, prewar pro- 
duction of 100,000 trucks a year, but 
Likhachev is confident that his plant will 
reach this goal in 1948. For the auto 
industry as a whole, the goal is almost 
500,000 vehicles a year by 1950—428.- 
000 trucks, 65,500 passenger cars and 
6,400 busses. 

The ZIS limousine has been in pro- 
duction for about a year. Custom made, 
it is being turned out at the rate of one 
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a day. Each car consumes 600 man-hours 
of labor, compared to 182 man-hours put 
in on the mass-produced 3-ton truck. It 
sells for 60,000 rubles, or $12,000 at the 
official rate of exchange. 

Most of the ZIS plant is on a two-shift 
basis, although some shops work around 
the clock. Employes work an eight-hour 
day and a six-day week. Eighty-five per 
cent of them are on a piecework basis. 
Workers who are laid off during model 
changes are paid three quarters of their 
base pay while idle. 

Labor shortages are Likhachev’s main 
problem. Nevertheless, he said, for the 
last year workers in his plant have been 
free, as before the war, to quit their jobs 
after two weeks’ notice. He added, how- 
ever, that few do because the ZIS plant 
has a higher wage level than most fac- 
tories in Moscow. Another reason is 
the housing shortage, which is acute 
in the capital. Workers in the ZIS 
plant can live in low-cost apartments, 
owned by the factory. 

The factory provides its workers with 
their main meal of the day at low cost. 
Ration coupons are not required. The 


plant’s equipment includes 23 restau- 
rants, 40 buffets, a theater with 2,500 
seats, and a workers’ club with libraries, 
reading rooms, game rooms, art studios 
and ballrooms. Six thousand employes 
participate in theatrical, musical and 
sports “circles” at the club. 

As an indication of high morale, Lik- 
hachev said his workers the previous 
month had turned in 26,000 suggestions 
for improving production. Of these, 


_ 17,000 had been put into practice. 


Complaints about working conditions 
are not unknown. Complaints are routed 
through trade-union channels to a griev- 
ance board made up of union and man- 
agement representatives. 

There is no appeal, however, on wage 
rates, which are fixed by the Govern- 
ment. But Likhachev claims that there 
have been no protests over wages. 
Though the cost of living has gone up 
faster than wages during the last year, 
he foresees no serious labor difficulties 
ahead. . 

“I’ve been here 21 years,” said Likha- 
chev with a smile, “and we haven't had 
a strike yet.” R. K. 


Belgium's revival makes country a mecca 


for tourists from less prosperous nations 


BRUSSELS 
Seana BELGIUM shows all the 
signs of prosperity. Shops are filled 
with goods unobtainable in other once- 
occupied countries. Sidewalk cafes are 
crowded at all hours. Postwar American 
cars fill the roads, and nighttime finds 
Brussels and nearby cities and _ resorts 
a dazzling blaze of light. 

Tourists from Britain and neighboring 
continental countries make a rush, while 
the money lasts, for nylons, clothes, 
household furnishings and good food— 
all the luxuries they can’t get at home. 

British tourists stretch their pounds 
by converting their entire allowance into 
Belgian francs at the legal rate of 178, 
and then buy back with any remaining 
francs pounds at the black market rate 
of around 130 or 140. 

With Britain’s foreign travel allowance 
now cut from £75 for 12 months to 
£35, more British tourists are expected 
in Belgium. It is near enough to permit 
such a low-priced holiday. The Scandi- 
navian countries, Switzerland and the 
Riviera are likely losers. 

The key to Belgium’s prosperity is 
its ability to produce in factories little 
touched by war, although stocks of goods 
and raw materials were destroyed. Bel- 
gium also has had the benefit of large 
foreign-exchange balances and_ dollar 
credits. This permitted the Belgian Gov- 
ernment, once the war had ended, to free 
many goods from import controls, so 
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that the eight million Belgians could buy 
the every-day necessities and the many 
luxuries that stimulated their desire to 
earn money and to increase production. 

This import program has worked so 
well in stimulating output that Belgium 
is on the verge of balancing its budget, 
an unheard of achievement in postwar 
Europe. For a time, however, there were 
serious doubts that foreign balances and 
Belgium’s ability to borrow abroad would 
hold out while her own industries recon- 
verted and got back into full swing to 
produce for the domestic market and 
for exports. 

Now Belgium, by value, is exporting 
90 per cent of what it buys abroad, and 
the trend in exports is upward. This 
trend is helped by the growing number 
of U.S. firms setting up branches in Bel- 
gium to meet the domestic market and 
the demand from the rest of Europe. 

Unlike Britain, Belgium has not hesi- 
tated to bring in workers from other 
countries to supply extra man power for 
her mines and industries. Most of these 
workers thus far have been Italians who 
have gone into the mines. With a decline 
in the number of German prisoners in 
Belgium, more D. P.’s are being admitted 
from Germany. They are supplied with 
housing and paid wages equivalent to 
those for Belgian workers. 

This policy of pushing production, 
backed by strict wage and price controls, 
has held living ‘costs and purchasing 





power at fairly stable levels. Controls 
now are being relaxed gradually, and 
most rationing has disappeared as sup- 
ply and demand come into closer bal- 
ance. But to prevent an_ inflationary 
spiral of wages and prices, recent price 
increases in basic commodities have 
drawn an annual Government subsidy 
for the four million Belgians earning less 


.than $1,600 a year. 


This success in production, prices and 
wages doesn’t mean that Belgium hasn't 
its share of problems. Most vexing in 
the political sphere is the future of Bel- 
gium’s monarchy. King Leopold is an 
exile, because he failed to take the advice 
of his Cabinet and leave Belgium during 
the German occupation. There will be 
a lot of talk pro and con on this before 
the issue is decided. In the meantime, 
Leopold’s brother, Prince Charles, is act- 
ing as Regent. 

The most serious economic problem 
concerns the lack of trade with Germany 
and the use of Antwerp as an outlet 
for German products. Virtually all of 
Germany's trade now moves through 
her own ports of Bremen and Hamburg. 

Together with Holland, Belgium is 
eager to see German production in- 
creased, provided safeguards against a 
revival of militarism are adequate, be- 
cause trade with Germany is vital to the 
two countries. Part of the trade problem 
is being met through a customs union 
formed by Belgium, the Netherlands and 
Luxembourg, called Benelux. 

Rebuilding of the physical damage of 
war is going ahead. The Battle of the 
Bulge wreaked havoc in such cities as 
Bastogne, where the German demand 
for surrender received a one word an- 
swer from the American commander: 
“Nuts.” 

Antwerp had its share of buzz bombs, 
and coastal cities like Ostend suffered 
in 1940 when one third of the hotels 
were knocked out. Occasionally, mines 
in the mouth of the Scheldt River or off 
the Belgian coast take their toll of 
shipping. 

But the Belgians are looking to the 
future, even though they are proud of 
their recovery from war, and, without 
braggadoccio, like to let foreigners in 
on their good life. E. J. D. 
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The Geneva agreement on tariffs among key trading countries looks to the 
future. In normal times, half the world's trade would be affected by the Geneva 
concessions. They hopefully point the way to freer commerce, lower barriers. 
The U.S. did not give away its shirt to get concessions at Geneva. 
The U.S. economy is to be little affected by the new slashes in tariffs, 
even though U.S. agreements with 15 countries at Geneva cover thousands of items. 
U.S. exports will continue to go where there are dollars. Cuts in import 
duties by other countries matter little when their imports are governed by quotas. 
These countries will limit imports as long as dollars are scarce. Canada is the 
latest to put strict controls on imports, particularly from the United States. 
U.5._immorts should increase as a result of tariff cuts. But the rise 
won't be big--for a while. Other countries already are sending everything they 
can spare. Obstacle is their own production--not U.S. tariff walls. 
Right now, these are the hard facts. Later, things may be different. 

















U.S. duties will be reduced on items making up 22 per cent of the value of 
all U.S. imports in 1939. Another 6 per cent of imports are bound at present 
rates. About 60 per cent will continue duty-free, including things America 
doesn't grow or make, such as natural rubber and coffee. 

Other countries at Geneva made substantial concessions to the U.S. They 
agree to cut duties or to bind them at present levels on products accounting for 
44 per cent of the value of all U.S. exports in 1959, a fairly normal year. 








The average American will hardly notice the effects of U.S. tariff cuts. 
The big items in his budget will not be much different because of Geneva. 

Prices of some imported luxuries may slide off a bit. But that depends 
more on supply and the general level of prices than on cuts in import duties. 

Reduced duties could show up in price tags of these imports: 

Whisky, rum, wines, perfumes, cigars, china, glassware, gloves, rayons, 
woolens, linens, silk fabrics, fine cotton cloth, wool rugs, flower bulbs. 

More important to the American consumer is the 25 per cent slicing of the 
wool duty. Trouble is this won't show up in clothing prices for quite a time. 

Softwood lumber has its duty slashed 50 per cent. This will help Canada. 
But the cut doesn't mean a noticeable dip in U:S. building costs. 

Basic metals and minerals imported from other countries will be cheaper. 
Zinc, aluminum, bauxite, manganese, tungsten, antimony are among them. 

Burlap duty is halved. But supply of jute and burlap depends more on con- 
ditions in India than on tariff rates. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


No lowering of the high cost of living in the U.S. should be expected from 
these tariff cuts. What's more, no big increase in imports should be expected. 
Supplying countries already are pushing their exports hard. American buyers are 
not hesitating to take what they can get. High or low duties don't matter. 

But, for the future, U.S. tariff concessions may be important. Other coun- 
tries now will have a freer road into the U.S. market. Competition will be 
keener. In the end, exports to America will yield more dollars than they used to. 

Big gainers--in the future--will be Britain, Canada, France and Australia. 
These are the countries getting the important concessions from America. 











The U.S. drove hard bargains at Geneva--for the years ahead. 

After dollars become plentiful and import quotas are relaxed, U.S. goods 
will have a better chance at markets abroad. 

Here are some of the U.S. exports that will benefit: 

Fresh and canned fruit: Most countries at Geneva reduced their duties. 

Dried fruit: Canada and Britain reduced preferences given Empire output. 

Automobiles and parts: France, Australia, Cuba, Czechoslovakia cut duties. 

Industrial machinery: Britain and the Dominions slashed duties. 

Electrical machinery: British countries, France and Cuba sliced duties on 
appliances such as radios, heaters, phonographs, refrigerators. 

Office equipment: Most British countries and France decreased imposts on 
typewriters; Norway halved its duties on office equipment. 

Cotton: Britain, Canada, France, Australia, Czechoslovakia, Norway, Cuba 
will keep raw cotton on the free list. That's a big slice of the market. 

Chemicals: Fourteen countries cut duties on various types of chemicals ime 
portant to American exports in this growing field. 

Although quotas now limit the flow of many of these things, duties on them 
still will be cut as the new agreements take effect. 





























Preferential duties among British countries are, in many cases, lowered or 
wiped out. This should particularly stimulate exports of American farm prod- 
ucts, once the dollar problem is solved. No new preferences will be allowed. 

Wide reduction of preferences or duties is promised by British colonies if 
the U.S. keeps its use of synthetic rubber a little below the present level. 

Sale of natural rubber to the U.S. is a major source of dollars to these colonies. 








Lists of the tariff concessions made at Geneva are misleading. 

Not all the cuts listed are effective January l. Some will take effect 
January 1, others during the following half-year, or not at all. 

Traders in world commerce, because of this vagueness, should move care- 
fully, should not jump into the market before investigating. 

Governments of some countries have not yet had a chance to ratify tariff 
agreements reached at Geneva. Only where both parties to an agreement have 
Signed will major concessions come into being. 

President Truman, early in December, will indicate what concessions will be 
withheld by the U.S. In the same way, other countries soon will say which of 
their concession will be withheld. These vnublic statements should be watched. 

These countries have signed the Geneva pact: Australia, the Belgium-Nether- 
lands-Luxembourg customs union, Canada, France, Britain and the U.S. All conces- 
Sions that principally concern these countries will come into effect January l. 
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CROP CONTROLS AS CUSHION 
FOR DROP IN FARM EXPORTS 


Reported from WASHINGTON and LONDON 


Britain's dollar shortage is 
causing serious trouble for Amer- 
ican tobacco growers. 

The U. S. Government is to or- 
der reduced planting of flue- 
cured tobacco next year as the 
result of Britain’s ban on buying. 

Government crop controls, 
largely forgotten during the war 
period of high demand, thus are 
coming back into use because of 
Europe's lack of dollars. 


oo 9 


Producers of flue-cured tobacco are 
the first American farmers to feel the 
pinch of Britain’s dollar difficulties. 

Unless Britain gets dollars or cred- 
its, other sections of American agri- 
culture may have to undergo acreage 
cuts like that now in prospect for 
growers of flue-cured tobacco. 

The return of Government controls 

over agricultural production, thus, is tied 
in with Europe's inability to buy Ameri- 
can farm products. 
@ Britain buys more tobacco in normal 
times than any other export customer 
of the United States. British demand is 
for flue-cured leaf, biggest money crop of 
American tobacco growers and mainstay 
of many thousands of farmers in Virginia, 
the Carolinas, Georgia and Florida. 

Sales to Britain hit their peak last year. 
British manufacturers were rebuilding 
reserve stocks that had been depleted by 
wartime demand. Prices in America were 
strong. 

The dollar shortage began to pinch to- 
bacco exports, however, as proceeds of 
the American loan ran low in London. 
The British increased import taxes, boost- 
ing the price of cigarettes from 47 cents 
to 67 cents a package. London reports 
show that demand for cigarettes dropped 
off 20 to 30 per cent. British purchasing 
of American tobacco declined. And prices 
in the United States fell. 

Final blow was the recent announce- 
ment in London that the British Govern- 


ment had suspended tobacco purchasing 
in America entirely. 

Result of these developments is that 

the average price of the 1947 crop of 
flue-cured tobacco is about 16 per cent 
below last year’s figures. 
q) An acreage cut for next year is re- 
garded as certain. Tobacco cultivation 
was stepped up after the war to take care 
of increased demand in Europe, mainly 
Britain. But now, with export demand 
virtually wiped out and with stocks pil- 
ing up, production is to be curbed. 

Exact amount of the reduction is to be 
announced by December 1. Best guess 
now is that it will be 20 to 30 per cent. 

As far as can be seen now, allotments 
in the next few years are to be smaller 
than those for 1947. Even if Britain gets 
dollars, it is unlikely to buy as heavily 
for some time as it did last year. But 
restoration of British demand, even on a 
reduced scale, would obviate drastic cuts 
in acreage allotments in future years. 
| Hope of American tobacco growers 
and officials is that Britain will get dol- 
lars, either through the Marshall Plan 
or by some other means. They expect 
part of those dollars would be spent for 
American tobacco. They believe, too, 
that supplying dollars offers the best 
chance of helping Britain to rebuild the 


commerce that formerly enabled her to 
buy large quantities of American tobacco. 

Stocks already bought probably would 
carry Britain along for a year or so, if 
necessary. Then the British will need to 
get more tobacco. 

Without dollars, Britain will have to 
depend mainly on tobacco obtained from 
the Dominions and colonies in exchange 
for sterling. That might stimulate the 
growing of flue-cured tobacco in those 
areas. It also might change the tastes of 
British smokers, so that they no longer 
would demand cigarettes having Ameri- 
can flue-cured tobacco as their principal 
ingredient. 

The result would be a serious disloca- 
tion throughout the big section of the 
South that now depends on flue-cured 
tobacco for a large part of its income. 

@ Floor under prices, meanwhile, is fur- 

nished by stabilization loans, a device 
used extensively during the depression. 
By the end of the year the Government 
expects to have nearly 300 million 
pounds of flue-cured leaf under loan. 

Cut in allotments for next year’s crop 
of flue-cured tobacco is to be the first 
acreage reduction applied to an Ameri- 
can crop in years. It may mark only the 
beginning, however. Peanut supplies are 
large as the result of declining demand 
abroad for peanut oil. Peanut growers 
are to vote soon on the question of put- 
ting acreage allotments into effect next 
year. 

The decline in Europe's purchasing 
power, thus, is beginning to hit the 
American farmer. Reduced income and 
broader application of controls are in 
store for him unless Europe regains its 
position as a market for farm products. 
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IMPACT OF THE MARSHALL PLAN 
ON ECONOMY OF THE UNITED STATES 


WORLD REPORT presents the full text of “The Im- 
pact on the United States” of Marshall Plan proposals for 
European reconstruction, as contained in the report of 
the President's Committee on Foreign Aid (Harriman 
Committee). 


HE ECONOMIC EFFECTs of a European aid program on the 

American economy cannot be measured with precision. 
Under the procedure suggested in this report, the United 
States, while agreeing to provide European aid, would set a 
figure only for the first year and fix figures for subsequent 
years as developing conditions allowed. With no over-all mag- 
nitude established, and with future availabilities of many items 
uncertain, it is not possible to foresee the impact in detail. 

It is possible, however, to examine the character of the im- 
pact. Such an inquiry may be directed either at the way in 
which the whole program, as the sum of its aggregates, will 
affect the United States, or at the way in which shortages of 
particular commodities will exert their influences. 

The first course calls for an investigation of the American 
foreign trade position, as it has stood recently, and as it might 
stand if a European aid program were adopted. There is 
presented on the following page a table which shows the means 
used by foreign countries to finance purchases from the United 
States during the second quarter of 1947, and the means that 
they will have available in 1948 on the basis of two alternate 
assumptions. 

The first hypothesis supposes that the suggested program of 
foreign aid is not adopted. Under this assumption total Gov- 
ernment aid to all foreign countries in 1948 would be about 
$1.8 billions for the vear if new appropriations for the occupied 
areas were made for the fiscal vear 1949. The second assump- 
tion is that sufficient aid will be granted to meet the total 
deficit indicated in the CEEC (Committee tor European Eco- 
nomic Co-operation) report. 

As indicated in the table on sources of funds, total expendi- 
tures by the CEEC countries in the United States in 1948, 
under the first assumption, might be about $4 billions, with 
expenditures by all countries totaling $12.6 billions. The an- 
nual rates for the second quarter of 1947 were, respectively, 
$7.43 and $21.16 billions. 

It aid is extended to meet their full deficit, expenditures by 
the CEEC countries in the United States might reach $7.3 
billions in 1948, while expenditures of other countries might 
amount to $10.8 billions. The total would be $18.1 billions. 
This is well below the rate for the second quarter of 1947 and 
somewhat below the estimated rate for the whole vear. 

The difference of $4.2 billions between the $7.5 billions of 
financing available to CEEC countries under the second as- 
sumption, and the increase of $3.3 billions in their expendi- 
tures in the United States under the same assumption may be 
explained as follows: 

1. Even under the first assumption, the CEEC countries are 
presumed to use $2.4 billions from the United States, the Inter- 
national Bank and Fund, and their own resources. (This sum 
is included in the $7.5 billions under the second assumption.) 

2. The rest of the $4.2 billions, which amounts to $1.8 bil- 


30 * WORLD REPORT 


lions, represents balance of payments deficits between CEEC 
countries and the rest of the world. It must be met out of gold, 
dollars, other assets or United States aid if essential commodi- 
ties are to be procured in the required volume outside of the 
United States. 

As a result of reductions proposed in the present report, 
spending by CEEC countries would be reduced by about $1 to 
$1.5 billions, and respending of dollars received from CEEC 
sources by other countries would be reduced $.25 billions. 
Thus, total expenditures in the United States under assumption 
2, would be reduced from $18.1 billions to about $16.5 to $17 
billions. Thus, if the foreign-aid program proposed by the 
Committee is granted, total exports will be some $4 billions 
below the annual rate of the second quarter of 1947, and prob- 
ably some $2 billions below the average for 1947. If the im- 
pact of an aid program may be measured by the aggregate 
dollar magnitude, it would be less under the program proposed 
in this report than the pressure which results from the present 
rate of exports. 

In any case over-all aggregate figures are not of primary 
importance in gauging the impact of the program upon the 
American economy. It is of interest to know that the aggregate 
productive capacity of the United States appears ample, and 
that the goods distributed in Europe would constitute but a 
small percentage of the aggregate production of the United 
States. It is useful to know that net exports over the next four 
years would presumably be considerably less than in 1946 and 
1947. But such computations shed little light upon the real 
effects of the aid program upon the American economy. 

The real effects of the program arise out of special situa- 
tions. If the American economy is pinched at certain spots or 
sectors, this may lead to serious repercussions throughout the 
entire economic structure. Even though the total sum of money 
spent for purchase in the United States of scarce commodities 
is small relative to the national income, its expenditure can set 
off a chain of inflationary reactions. In the case of foodstuffs 
and other commodities, the prices of which are highly sensitive 
to changes in supply and demand, purchases for export could 
have a marked effect on the cost of living and set off an up- 
ward spiral of costs and prices. In the case of a basic material 
such as steel, the inflationary impact may be felt in the form 
ot pervading scarcities throughout the industrial structure. 

Of all the commodities considered in this report, the one 
which is scarcest, and the one which represents the largest 
single portion of the foreign-aid request, is food. (See World 
Report, Nov. 18, 1947, page 29.) According to one view, the 
persistence of high food prices since the war has been due 
chiefly to domestic demand, and the influence of food exports 
has been minor and secondary. The Committee believes that 
this opinion overlooks the importance of marginal demands, 
and that it is the extra food withdrawn from the domestic 
supply by exports which has made the real difference. 
Through 1946 and the first half of 1947, the continuance of 
large foreign shipments served to prevent the anticipated de- 
cline in agricultural prices, while the recent rise in foreign re- 


quirements, coupled with short supplies, has skyrocketed the 
food market. 











Pe 
































Sources of Funds Used for Payments to The United States 
Second Quarter 1947 and Estimates for 1948 
(Billions of dollars) 
Second quarter 1947 at Estimate for 1948 if no assistance Estimate for 1948 if full trade 
annual rate is granted under Marshall Plan deficit of CEEC countries 
Conference Conference Conference oe2isey 
plan Other plan Other plan Other 
countries countries Total countries countries Total countries countries Total 
United States imports of goods and serv- 
ices, including private remittances 1.81 6.97 8.78 16(a) 66 8.2 16(a) 66 8.2 
U.S. Gov. loans and aid 5.76 148 7.24 -09 -0.9 1.8 (-O69 | 
2 United States private investments, net (b) —0.16 0.84 a —0.1 —0.1 — 
Dollars provided by World Bank and 
Fund 059 —— 050 -04 -O2 06 7.5 0.3 9.9 
Liquidation of foreign dollar assets, in- 
cluding newly mined gold 1.93 2.74 4.67 1.1 1.0 (c) 2.1 | L2(e) 
Less: Dollars paid to other areas —220 —— -220 -—-—- -— —- -1.8 (d)—— —1.8 
Plus: Dollars received from conference 
plan countries —— 42.20 +220 ——- —-—- — — +18 +1.8 
Errors and omissions —0.30 -050 -080 -—-—- -—— —_—- ——_—- |: — -~— 
Total dollars spent in United States for 
goods and services, income on invest- 
ments, and amortization of United 
States Government loans 7.43 13.73 21.16 4.0 8.6 126 7.3 10.8 18.1 
(a) Excluding imports the payment for which is assumed not to become available to the monetary authorities of the exporting 
countries. (b) Net of repayments of principal on loans. (c) Official and private assets, i.e., net of any increases in private dollar 
holdings. (d) Including payment of the deficit of the dependent territories of 0.26 billion dollars. 











A sharp rise in the price of food has serious repercussions 
throughout the economic system. Food is the most important 
item in the family budget, and because purchases are made 
daily, rising prices bring quick and insistent demands for com- 
pensating adjustments in wages. Such wage increases, resulting 
largely from rises in family food costs, have been granted 
freely in the past in order to avoid work stoppages which are 
still more expensive. These wage adjustments have led to ad- 
vances in prices of industrial products. If further sharp ad- 
vances in food prices occur, another turn in the wage-price 
spiral may be expected. 

Another upswing in wages might benefit some groups of 
workers. But many others, especially salaried workers of 
various classes, would suffer. 

The impact in this quarter, then, is clear. The billions of 
dollars which would be expended for foodstuffs under the Plan 
would, of themselves, have no serious effect on the economy. 
But the withdrawal from American markets of the food which 
they would purchase would exert a seriously inflationary effect. 

The fertilizer situation is, of course, directly related to the 
food production problem. American agriculture would readily 
absorb the full output of the fertilizer industry, and increased 
quantities are needed if we are to render maximum aid to 
Europe. But, on the other hand, European agriculture stands 
in even greater need of additional fertilizers. It is the view of 
this Committee that sound policy dictates a substantial alloca- 
tion of our nitrogen supply to Europe next season. Even if 
this means smaller agricultural production here, it would, on 
balance, mean a gain in the over-all food situation. 

The cotton situation is analogous to that of food, though not 
so important. The supply of raw cotton is not adequate to meet 
both foreign and domestic requirements this year; hence the 
rise in price may be considerable. It is possible also that allo- 


cations of cotton to meet foreign requirements might materi- 
ally regtrict the supply of cotton fabrics available for domestic 
consumption. Since the price of cotton textiles is closely linked 
with the price of raw cotton, and since cotton goods are an 
important item in the family budget, the rising price of raw 
cotton will directly contribute to the pressure for compensat- 
ing wage adjustments to meet the rising cost of living. 

The case of coal is intermediate between that of food, in 
which the impact is directly on prices, and that of steel, where 
the shortages caused by exports would retard industry. 

The current level of coal production is high enough to make 
possible the required shipments to Europe without leaving 
deficiencies here. Except for certain high-grade varieties, 
prices do not appear to have been much increased by the large 
foreign demands, It is of note also that, after the first year, 
European requirements should steadily decline. 

The steel problem is one of great complexity and difficulty. 
Notwithstanding the expected increase in steel production 
capacity in 1948, the supply will not be sufficient to meet over- 
all requirements. The supply of certain kinds of steel has been 
far from adequate during the present year, and this situation 
may be expected to continue, A greater allocation of steel to 
meet foreign requirements would thus restrict the possibility 
of expanding United States production in such important fields 
as farm machinery, automobiles and building materials, not 
to mention a host of lesser products made from steel. 

A special difficulty arises from the fact that Europe requests 
chiefly scrap and semifinished products, and these we cannot 
furnish without curtailing our steel production. It is the Com- 
mittee’s view that finished and limited quantities of semi- 
finished products can be supplied without serious effects upon 
our economy. 

It is not expected, however, that the price of steel will be 
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greatly affected by foreign requirements. Additional alloca- 
tions would presumably be met from two principal sources: 
(1) shifts from other export markets to Europe, and (2) in- 
creased production in the United States. The over-all demand 
and supply situation would thus not be greatly different from 
what it is at present. Moreover, in the case of steel, prices are 
more largely determined by the general level of wages and 
other costs than by fluctuations in market demand and supply. 
Accordingly, the repercussions of European steel requirements 
upon the American economy as a whole will be less serious 
than those arising from the food situation. 

Specific labor shortages are likely to arise in some communi- 
ties due to an expanded demand for particular commodities. 
But our wartime experience demonstrated that we could ex- 
pand the labor force beyond its normal limits if necessary. The 
problem, however, would become increasingly difficult. 

The total picture of the foreign aid program’s impact on the 
domestic economy makes it clear that we will have to make 
some sacrifices if we agree to carry out such a plan. Without 
attempting to disguise the fact that such sacrifices will be 
called for, we should examine the ways in which we can mini- 
mize them, mitigate their effects, and spread the burden 
equally among the whole people. 

There are many measures which would dampen the do- 
mestic impact of a European aid program and make exports 
available in the required volume. This Committee cannot un- 
dertake to plan such measures, or even to specify what control 
powers should be made available to the executive agencies. 

The Committee believes, however, that the responsible 
agencies will require extension of certain authority based on 
existing legislation which will soon expire, such as export 
licensing authority, and authority to issue priorities for export 
orders and to expedite shipments. The appropriate agencies 
should recommend to the President at once partial restora- 
tion of those limited war powers which they believe to be 
necessary in order to carry out an economic assistance pro- 
gram with minimum adverse effects upon the domestic econ- 
omy. At the same time each agency should also start to work 
out the details of the specific administrative controls for which 
they request authority. 

Foreign demand for particularly scarce items has been 


reduced during 1947 and must continue to be reduced by ex- 
port controls. These controls serve the dotble function of 
protecting the essential requirements of the domestic economy 
against undue diversion of critical resources of the country 
and securing equitable distribution of scarce commodities 
among the various foreign purchasers, At the present time, the 
Department of Commerce administers a limited program of 
export controls. It is imperative that the authority for export 
controls be continued as long as any substantial economic 
assistance is being extended to foreign countries. It is equally 
imperative that sufficient appropriations be made to permit 
expansion and improvement of export controls so that they 
can be used to allocate supplies of all critical items more 
effectively among competing claimants. 

The control of foreign demand is one side of the problem, 
but the other and more difficult side is that of devising means 
to make available for export goods that are in short supply, by 
reducing domestic demand or otherwise. Voluntary measures 
to reduce demand are the easiest to put into effect and should 
be relied on wherever they are effective. If and where they 
are not, the Government will probably require the authority 
to set priorities for the purpose of insuring the availability for 
export of limited amounts of the most critically needed items. 
It might also have to issue limited conservation orders, to con- 
trol the consumption of critical materials, such as those still 
in effect for tin. Especially in the field of food and agricul- 
tural commodities, it might be necessary to use the device of 
requiring that limited quantities be “set aside” for export. Any 
actions of the sort here instanced or contemplated would oper- 
ate at the producer level and their effects would be felt only 
indirectly by consumers. Such devices would almost certainly 
be adequate to enable the foreign-aid program to be carried 
out and they would help to dampen its domestic effect upon 
particular markets for particular goods. 

It must be emphasized that these suggestions are made in 
connection only with the foreign-aid program and not with 
the broad problem of inflation. The Committee is convinced 
that inflation is a serious current threat to the stability of the 
American economy. But any consideration of a program to con- 
trol inflation would have been beyond its competence and its 
terms of reference. 





Requirements for and Availabilities of Goods 


(Full text of the section of the Harriman Committee’s 
report on Marshall Plan requirements and availabilities of 
fuel, power, petroleum and petroleum equipment, coal 
and coal machinery, transportation, ocean shipping, ship- 
ping costs, European inland transport, railway equipment, 
fibers, paper, hides, leather, timber and chemicals. 
Section covering food, agriculture, iron, steel, and plant 
equipment was published in our November 18 issue.) 


E. Fuel and Power 


Fuel and power rank high among the interdependent key 
commodities and services upon which the European recovery 
program is based. Europe’s essential need to recover its pre- 
war supplies of energy and to increase them progressively in 
order to raise the level of productivity of European workers is 
clearly defined by comparing the present consumption of fuel 
and power with United States use. At the present time in the 
United States, the per capita consumption of fuel and power 
is four times as great as the combined consumption in the 
countries participating in the recovery program; the prewar 
ratio was 2% to 1. Before the war, four fifths of the power 
consumed in the participating countries and Western Ger- 
many was derived directly or indirectly from coal. Although 
these countries anticipate over the next four years a substantial 


32 © WORLD REPORT 


increase in the use of petroleum products and the develop- 
ment of new hydroelectric capacity, the basic source of power 
will continue to be coal. 

1. COAL. Despite” reconstruction requirements which 
make European coal needs greater than prewar levels, coal 
output from mines in Northwestern Europe and Great Britain 
is currently substantially below prewar rates, largely due to a 
lack of skilled labor, acute food and housing shortages, de- 
ficiencies in technical development, and the necessity for plant 
replacement and modernization. With due consideration of 
these basic difficulties, the participating countries have out- 
lined a combined coal production program which, even under 
the most optimum conditions, conceivably may fall short of the 
tonnages anticipated. The balance between production and 
requirements is to be offset by imports from nonparticipating 
countries and the CEEC (Committee for European Economic 
Co-operation) has estimated a total of 86 million metric 
tons (of 2,204 pounds) will be required from the United 
States over the next four years. In terms of total tonnage, 
the United States coal industry is capable of meeting these 
European requirements in addition to fulfilling domestic 
demands for coal. United States coal reserves, including 
all grades from anthracite to lignite (2,556 billion net tons) 
will last about 2,000 years at current rate of consump- 
tion and with present mining methods and will not be ad- 






































Dollar Exchange and Direct Aid Utilized by Foreign Countries 
Second Quarter 1947 and Estimates for 1948 
(Billions of dollars) 


Second Quarter 1947 at 


annual rate 
Conference 
plan Other 
countries countries 

Expenditures for: 
Earnings of U. S. investments abroad 0.07 0.85 
Repayments on Government loans 0.09 0.01 
Services 1.05 1.67 
Goods 6.22 11.20 
Total expenditures in U. S. 7.43 13.73 


(a) Including private remittances in kind of 0.2 billion dollars. 


Conference Conference 
plan Other plan Other 
Total countries countries Total countries countries Total 
0.92 0.1 0.6 0.7 0.1 0. 0.9 
0.10 0.2 0.0 0.2 0.2 0.0 0.2 
2.72 0.5 1.1 1.6 0.9 1.3 2.2 
17.42 3.2 6.9 10.1 (a) 6.1 8.7 14.8 
2116 40 86 126 (a)73 108 18.1 


1948 Assumption 


I 1948 Assumption II 
(Conference plan rejected) 


(Conference plan accepted) 








versely affected by the exportation of coal to Europe in the 
quantities indicated. . 

At current production rates, the total 1947 coal output in 
the United States will approximate 657 million net tons (of 
2,000 pounds), or about 4 per cent below the all-time peak 
of 684 million tons reached in 1944. Total potential capacity 
for both anthracite and bituminous coal output in the United 
States is approximately 700 million tons. Production is cur- 
rently being limited, however, by the lack of adequate supply 
of open-top coal cars on the railroads. About 85 per cent of 
all coal mined is transported by rail from the mines to consum- 
ing areas. The lack of carrier facilities is limiting the number 
of loading days and in many instances is preventing full-time 
mine operation. Coal is not stored in large quantities at the 
mines, and when transportation facilities are inadequate for 
shipment of all available coal, production is curtailed. Unless 
action is taken by the railroad management and/or Govern- 
ment to (1) repair some of the worn equipment being retired; 
(2) restrict less essential uses of open-top cars, and (3) estab- 
lish a revised system of car allocation on the basis of sustained 
productive ability of each individual mine; the tonnages of 
coal available for export will be restricted, shipments will be 
erratic, and the European schedule of requirements for United 
States coal will not be met. 

Total consumption of coal in the United States and Canada 
for 1947 is estimated at 612 million net tons. It is further 
estimated that total annual requirements through 1951 by the 
United States and Canada for United States coal will probably 
not exceed 610 million net tons of all tvpes. United States and 
Canadian requirements (during the period of the Marshall 
Plan) are, therefore, substantially below the total productive 
capabilities of the American coal industry. 

Up to the end of World War II, United States coal exports 
were small in proportion to its coal production. Since that 
time, however, Western European countries have been ac- 
quiring coal in increasingly larger quantities. Total overseas 
exports in 1947 will probably reach 48.3 million net tons. This 
figure is well below the total coal-loading capacity of United 
States port facilities which is approximately 5,685,120 net 
tons (5,076,000 gross tons) per month or equivalent to 68 
million net tons (61 million gross tons) per year. Domestic 
port capacity will not be a limiting factor in the exportation of 
United States coal to meet European requirements. 

The present heavy demand for quality coal, created by the 
general high level of industrial activity and selective buying by 
exporters, has boosted the prices of some high-grade fuels 
and resulted in the payment of premiums in some instances 
by foreign purchasers. In general, the exportation of coal to 
Europe will contribute to the maintenance of the sellers’ mar- 
ket in the coal industry, but it is believed that this future ex- 
port market during the years 1948-1951 will not materially 
alter the present market conditions. 


2. COAL-MINING MACHINERY. The realization of Eu- 
ropean coal production goals in the period 1948-1951 is im- 
portant in that these goals form the basis for establishing the 
magnitude of United States aid through coal exports. Among 
the many essential and inter-related factors which have a 
significant bearing on the achievement of these goals is that 
of an adequate supply of coal-mining machinery, 

During the years 1948-1951 the 16 participating countries 
and Western Germany plan to manufacture approximately 97 
per cent of the mining machinery and equipment requirements 
within their own sphere. The CEEC has requested that the 
U.S. provide special equipment not manufactured in Europe. 
The original requirement on the U. S. stated by the CEEC was 
$220 millions. It is probable that the European, countries can 
ultimately use this volume of coal-mining machinery from the 
U.S. However, reports from the participating countries to the 
European Coal Organization subsequent to the CEEC meet- 
ings indicate that some of these requirements can be post- 
poned beyond 1951. Consequently, the Committee believes 
that $140 millions of coal-mining machinery would be sufh- 
cient to meet the most urgent European requirements (includ- 
ing those of Western Germany) during the four-year period 
of the recovery program. Exports at this level would meet 
about 4 per cent of total European requirements as stated in 
the CEEC report. Data as to the types, sizes, units, and quan- 
tities of machinery, equipment and supplies required from the 
United States are not at present available and it is, therefore, 
most difficult to state at this time whether this segment of the 
recovery program can be wholly or partially fulfilled. Current 
United States output of mining machinery is limited by short- 
ages of steel, other materials and components, and supply is 
subject to heavy domestic demand. Some items are approach- 
ing an easier supply but others such as steel, rubber conveyor 
belting, bearings, and electrical motors and control equipment 
remain tight. The large domestic requirements reflect in part 
the wartime accrual of replacements, and the desire of opera- 
tors to modernize production facilities. Increasing exports of 
equipment means, therefore, spreading the large backlog of 
domestic demands over a longer period of time. 

The vital need for mining equipment and supplies to main- 
tain present European coal production and sustain the in- 
creased output planned cannot be overlooked, however, and it 
is, therefore, recommended that material aid be extended to 
the maximum limits possible without jeopardizing the supply 
of mining machinery needed to maintain a healthy domestic 
coal industry. Emphasis could well be placed on the export of 
materials for fabrication into mining machinery and equipment 
within the 16 participating countries and Western Germany. 
It is apparent that, before increased production of machinery 
can be accomplished in Western Germany today, in 1948, or 
any future year, sufficient raw materials in certain categories 
must be imported from the United States. 
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3. PETROLEUM. Next to coal, petroleum is the most im- 
portant source of energy for the European Recovery Program. 
The increased use of fuel oil as a consequence of the coal 
shortage, together with the increasing demands for petroleum 
products resulting from mechanization of agriculture, ex- 
pansion of industry, and growth of road transport, emphasizes 
the importance of petroleum, especially in light of the fact that 
natural petroleum resources within the territories of the par- 
ticipating countries are small, and indigenous production can- 
not be quickly or substantially increased. 

World production of crude oil in 1946 was approximately 
392 million tons. Over 63 per cent of the total was produced 
in the U.S., 19 per cent in other Western Hemisphere coun- 
tries, 9 per cent in the Middle East, 6 per cent in the 
U.S. S. R. and 3 per cent in all other areas, including Europe. 

From this supply, total requirements of all European coun- 
tries except the U.S.5S.R. in 1946 were about 44 million 
tons. Of these requirements, about 60 per cent were supplied 
from the Caribbean and Middle East, 20 per cent from the 
U.S. and 20 per cent trom Kuropean production. 

The CEEC has outlined petroleum requirements for the 
participating countries during the period 1948-1951. Total 
petroleum requirements of all CEEC countries in 1948 are 
estimated at 59,542,000 tons, as compared with 36,224,000 
tons in 1938. By 1951, requirements are expected to rise to 
nearly 77 million tons. 

Petroleum output in the CEEC countries, except for Ger- 
many and Austria, has been small and will probably be less 
than 5 per cent of the total requirements over the period 
1948-1951. Thus the bulk of requirements must be imported 
from nonparticipating countries. Approximately 45 per cent 
of the total requirements must be secured from dollar sources, 
(American companies). Based on July 1, 1947, F.O.B. prices, 
the total value of oil from dollar sources is $2,460,838,000 
over the four-year period. 

At the present time, world petroleum supplies are inade- 
quate to meet world needs. Even in the U.S. demand ex- 
ceeds supply and imports of petroleum are about equal to the 
level of exports in volume terms. It is extremely unlikely, 
therefore, that the European petroleum requirements as indi- 
cated in the CEEC report can be met in full within the pe- 
riod 1948-51. During the next few years, it is expected that 
there will be a large expansion in the availability of crude oil 
from Middle East fields. At the same time, a corresponding 
expansion of refining capacity and transportation facilities 
must be made. The expectation is that these developments 
will ultimately make possible the fulfillment of European 
petroleum requirements but with a lag of at least one or two 
years behind the rate projected by the CEEC. 

Exports of petroleum and its products to countries partici- 
pating in the recovery program cannot be considered a drain 
on U.S. petroleum reserves, because the domestic industry is 
producing all the petroleum which can be effectively recovered 
with present equipment and would not produce less if exports 
declined. U. S. petroleum reserves have been estimated by the 
American Petroleum Institute at approximately 22 billion bar- 
rels at the end of 1947. This represents an increase of 17 billion 
barrels over the first résefve estimate made in 1922 by the 
U.S. Geological Survey and the American Association of 
Petroleum Geologists. Continued expansion of domestic oil 
reserves seems certain. Substantial quantities of oil will likely 
be found in the continental shelf area bordering the U.S. 
Furthermore, future revision and extension of reserves in exist- 
ing fields are expected to add to the domestic supply. 

Refinery capacity in the United States is being operated at 
over 90 per cent of capacity. Most idle capacity is obsolete and 
poorly located so that any substantial increase in domestic 
refinery production will require capacity expansion which is 
currently being retarded by the general shortage of such 
equipment. 

Maintenance of an even flow of petroleum and petroleum 
products from producer to markets is presently aggravated by 
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shortages of tankers, tank cars, and pipe lines to carry the 
unprecedented volumes now in demand in the U. S. 

U. S. crude oil production in 1947 is estimated at 5,068,000 
barrels per day. It is probable that the 1947 production rep- 
resents the present maximum efficient rate, and therefore it is 
unlikely that domestic output will increase over the next four 
years. Imports of fuel oils and crude petroleum must be ex- 
panded in order to meet the very high domestic demand for 
petroleum and petroleum products which is anticipated by 
1951. 

PETROLEUM EQUIPMENT. The CEEC report contem- 
plates a considerable expansion in petroleum processing ca- 
pacity in Europe, which calls for large quantities of new 
petroeum equipment. The fulfillment of European recovery 
objectives depends largely on the availability ot new equip- 
ment for the production and distribution of crude oil and 
finished products. Some of this equipment is needed in the 
CEEC countries themselves. Most ot it, however, is needed 
for the expansion of production, refining, and transportation 
capacities of British and American petroleum companies in 
the Near East and other areas. 

The total volume of petroleum equipment required from 
1948 to 1951 by oil companies owned by CEEC nationals 
and operating within CnC countries and elsewhere is $1.9 
billions. This estimate does not include the requirements of 
U.S.-owned companies even within the CEEC countries 
themselves. It is expected that the CEEC countries will pro- 
duce $1.3 billions of this total. This leaves a balance of al- 
most $600 millions of petroleum equipment to be supplied 
by the U. S. 

It is probable that the total equipment requirement stated 
by the CEEC report, plus projected expansion of petroleum 
capacity by other countries, including the U.S., exceed the 
world capacity to produce petroleum equipment. Thus it is 
extremely unlikely that the U.S. can export as much equip- 
ment as is requested, Furthermore, CEEC expectations con- 
cerning European equipment production seem unrealistically 
high. However, in light of the importance of petroleum equip- 
ment to the European Recovery Program, every effort should 
be made to extend a maximum amouut of aid as long as the 
requirements of the American petroleum industry are not 
seisvusly prejudiced wiereby. 

» ELECiI&RiC POWER. Consumption of electricity in- 
creased in Europe during the war period, but was not accom- 
panied by a corresponding increase in generating capacity. A 
conunued growth in consumption is expected which will reach 
a level in 1451 about 80 per cent above that of 1938. In order 
to provide for this anticipated expansion of electrical power 
requirements, the annual rate of growth of generating capacity 
wi, according to CKEC estimates, have to be nearly four 
tinies the rate in 193/-38. The expansion of generating capac- 
ity, as programmed by the participating nations, will likely fall 
short of estimated requirements in 1y51. It is, however, an 
exc.edingly ambitious program for the next four years. The 
pianned addiuons, ranging trom 4.7 million kilowatts in 1948 
to 5.9 million in 1951, compare with an estimated 1.8 million 
in iv47 and 1.5 million in 1938. 

Power development plans for at least the major participat- 
ing countries had been prepared by competent engineers be- 
fore the Marshall program was proposed. The European rep- 
resentatives report that in most instances the plans for specific 
projects are completed and orders tor critical machinery 
placed. In general there is little reason to question the sound- 
ness of the program or its ultimate desirability. However, the 
consensus of those who are informed on European capacity 
to produce electric equipment is that it may well take six 
or seven years instead of four. 

Almost all of the necessary equipment for the $5 billion 
“national” program, to add over 21 million kilowatts of ca- 
pacity, is expected to be produced within the participating 
countries. There is $300 million of special equipment which 
the CEEC anticipate will have to be obtained from the 
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United States. The latter figure includes such diverse ele- 
ments as valves, machine tools and construction equipment. 
Only a small part would be electric equipment and apparatus. 

In addition to the large “national” program, there is a small 
“international” program to cost about $300 million and pro- 
vide another 2.3 million kilowatts. It is proposed that the 
United States provide all of the equipment, amounting to 
about two thirds of the total cost of this program. 

Output of electrical generating, transmission and distribu- 
tion equipment in this country is far above the prewar level. 
Generating equipment output apparently is close to capacity 
but, with additional supplies of silicon steel, output of trans- 
formers and related equipment could be increased substan- 
tially. Industry opinion is that it will take years to catch up 
with domestic demand. Even with some further increase in 
output of equipment, it is apparent that any large increase 
in exports to meet European requirements would have to be 
at the expense of domestic customers. The effect would be to 
postpone an expansion of electrical power capacity in this 
country, with the possibility of temporary shortages of power 
in some areas. 

However, the reported European requirements of electrical 
generating, transmission and distribution equipment from the 
United States in 1948 and 1949 are so small that they will 
not create any major difficulty. Generating and distribution 
equipment required in the last two years of the program—or 
possibly not until later—bulk somewhat larger relative to the 
capacity of United States equipment producers. The total 
stated requirements are roughly one fifth of the current an- 
nual rate of outlays for equipment by United States utilities. 
It should be possible, however, to meet these requirements 
without serious inconvenience to electric power consumers in 
this country if domestic equipment manufacturers will make 
allowances for such requirements in the formulation of pro- 
duction programs for 1950 and 1951. 


F. Transportation 


1. INTRODUCTION—THE PROBLEM. First, can the 
United States transportation system handle the aid program 
requested by the CEEC without interference with essential 
domestic transportation? 

Second, what will be the impact on our merchant marine of 
shipping such a program overseas? What should be our at- 
titude with respect to the foreign shipbuilding program pro- 
posed by the Paris countries, and its relation to the surplus 
tonnage of war-built vessels in our own fleet? 

Third, what inland transportation equipment does Europe 
really need and how much can we safely and wisely supply? 
What can the Paris countries and the bi-zonal authorities do to 
make the best use of Europe's inland transport system? 

It can be assured that no probable aid program will more 
than maintain the high level of exports achieved during the 
first half of 1947. The burden on United States transport and 
the requirements for shipping will therefore be no higher than 
they have been, and probably not as high. 

2. THE UNITED STATES TRANSPORT SYSTEM. 
Broadly speaking, it is concluded that if certain steps are taken 
there is no reason why a foreign aid program should interfere 
seriously with the ability of the transportation system to handle 
the needs of the United States domestic economy. Insofar as 
there is a problem, it is a railroad problem. Our ports, our in- 
land waterways, our trucking facilities and our highways are 
in general adequate to deal with any demands likely to be 
made upon them. Furthermore, insofar as there is a railroad 
problem, it is a problem of freight car supply, both box anu 
open-top. Other railroad facilities will not be seriously strained. 

During October this year more cars of revenue freight were 
loaded than at any time since 1930, with nearly 25 per cent 
fewer cars than were available at that time. This record per- 
formance was not sufficient to meet promptly every request 
for railroad transportation, but except for coal it can be said 
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BARGE TRAFFIC ON THE RHINE 
It could move 10 million tons more coal a year from the Ruhr 


that all urgent and essential transportation needs were filled. 
Thus the job the railroads will be called upon to do is no 
greater than the job they have been doing in recent weeks. If 
equipment can at the least be maintained they can meet this 
challenge as they have met earlier challenges. 

Whether there is a foreign-aid program or not, however, 
there are two danger spots that will have to be rather carefully 
watched to prevent them from threatening transportation eff- 
ciency. These are the supply of boxcars, vital to the movement 
of export grain, and the supply of open-top cars on which the 
domestic as well as the export coal movement depends. 

a. Boxcars. Boxcars are tight now because boxcar owner- 
ship has been declining for several years in the face of a 
rapidly mounting volume of traffic. This year’s bumper wheat 
crop has put an unusually heavy strain on boxcars, which was 
especially apparent during September and October when car 
demands are at their peak. Improvements in car handling have 
made it possible to meet this peak load without a crisis this 
year. But the margin is slim. There is a limit to what can be 
done with fewer and fewer cars. Advantage must be taken of 
the breathing spell which the slackening demand of the next 
few months should afford to strengthen our bexcar position so 
that we will be in a position to meet whatever demands may 
develop next fall with some insurance against contingencies. 

b. Open-top cars. Shortages of open-top equipment have 
been a factor actually limiting coal production in the United 
States in recent weeks. Export targets for Europe have had to 
be cut by 1.5 million tons for November, for instance, be- 
cause of car shortages. These result partly from a continuing 
decline in the open-top car population, and partly from in- 
creasing demands for these cars for hauling commodities other 
than coal, such as ore, construction materials, and the like. 
These other demands will increase next year rather than 
diminish. Hence, if the export coal program is to be met with- 
out jeopardizing the domestic economy, the downward trend 
in railroad ownership of these cars must be reversed, and even 
better utilization must be made of the cars we now have. The 
present stringency in opentops is serious. Nonetheless, it is 
possible, with vigorous action on the part of car builders, 
railroads, and shippers, to secure enough cars by next year to 
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do both the export job and the essential domestic jobs. As in 
boxcars, we are at the point of peak demand in October and 
carly November. By this time next year we can put ourselves 
in a position to handle next year's peak more effectively. 

c. Car production. If these two tight spots are to be pre- 
vented from developing into crippling bottlenecks, vigorous 
action must be taken on two fronts. The first of these is car 
production. The existing target of 10,000 new cars per month 
is well below the combined capacity of the car builders and 
the railroad shops. This target has not been even approxi- 
mately achieved as yet. Even if achieved, it would be inade- 
quate to increase quickly enough the available supply of rail- 
road freight equipment in this country. In addition, some 
cars for export to Europe are badly needed if a transport 
breakdown there is not to render the balance of the aid pro- 
gram fruitless. : 

The transportation situation requires that the car produc- 
tion target be raised to a minimum of 14,000 cars per month. 
If experience indicates that even higher output is at all pos- 
sible, the target should be raised further. Efforts are now 
being made by the steel companies and the car builders to 
arrange for the balanced flow of steel necessary to bring car 
production up to the target. These efforts must be pressed 
with the utmost vigor. If adequate steel cannot be supplied 
to the car builders in any other way, it must be done by allo- 
cation. If the car builders are unable to make efficient use of 
the steel delivered to them, ways must be found to correct 
the situation. There are few programs more urgent for this 
country or for Europe than the rehabilitation of transport to 
insure the carriage of freight and allow a margin of safety 
for contingencies. 

d. Car utilization. Even if the car production program 
reaches the higher targets proposed above in the near future, 
the expansion in our freight car population will be painfully 
slow, Continued vigilance is necessary over the utilization of 
our existing pool of cars if difficulties are to be avoided. As 
suggested above, the record to date has been encouraging. 
But by continued special efforts the Committee believes that 
still more work can be got out of existing equipment. This 
is at least as much a matter for procuring agencies, shippers, 
and consignees as it is for the railroads themselves. Timid and 
spasmodic procurement of grain, for example, can result in 
a highly uneconomic use of cars. The five-day week in in- 
dustry generally has increased loading and discharge time 
over week ends. Special incentives for overtime to expedite 
car turnaround may be necessary. 

e. Controls. No special transportation agency or new con- 
trol legislation seems to be required in connection with the 
foreign-aid program. Existing controls are administered for the 
most part by the permanent transportation agencies such as 
the ICC (Interstate Commerce Commission) and the AAR 
(American Association of Railroads). The special expediting 
that is needed to keep continuing pressure on all concerned 
for efficient car utilization can be much more effectively ex- 
ercised through these agencies than through anv complex ad- 


ministrative superstructure. Whatever agency is set up to ad- _ 


minister the foreign-aid program must have a keen recogni- 
tion of the importance of transportation to the plan as a 
whole, and must stand ready to take action, formally or in- 
formally, to co-ordinate procurement, transport and shipping 
and to clear up particular difficulties as they develop, with 
the help and co-operation of the railroad agencies. However, 
any attempt to formalize such arrangements in special legis- 
lation would, we feel, be likely to impede rather than to en- 
courage efficient use of cars. 

3. OCEAN SHIPPING. a. Dry-cargo ships. There is no 
shortage of dry-cargo ships to carry anv world commerce that 
is likely to develop under an aid program for the next sev- 
eral years, but the tanker position may become quite critical 
by 1951 if appropriate action is not taken. 

In the face of a present world surplus of dry-cargo ton- 
nage, the 16 nations represented at Paris have indicated their 
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intention to build some 15% million deadweight tons of ship- 
ping in the next four years. This will require very consider- 
able quantities of steel and other materials in short supply as 
well as a good deal of labor. At a time when steel for urgently 
needed inland transport equipment—to mention but one item 
among many—is very scarce, the wisdom of a shipbuilding pro- 
gram as large as that proposed seems to us open to serious 
question. The Paris countries defend the program on the 
ground that the types of vessels currently in surplus are not 
suitable for the purposes for which their new construction is 
intended. This is undoubtedly true in part, but in an emer- 


gency period like the present, they perhaps could manage with _ 


some tonnage not ideally suited to their purposes in the inter- 
ests of conserving resources for the production of what, from 
a world point of view, are more desperately needed items. 

The United States Government has in its possession hun- 
dreds of ships that are not now being used and that will 
never be needed by our merchant marine under the most 
optimistic assumptions about its future. At present, under the 
sales policy of the Maritime Commission, very few additional 
vessels from this war-built surplus are being offered to foreign 
countries. This policy should be changed to permit foreign 
sales whenever we are satisfied that they will be accom- 
panied by commensurate reductions in European construc- 
tion programs. On the other hand, further sales of dry-cargo 
ships abroad should not be made when such sales, instead of 
substituting for foreign construction, will merely add to the 
foreseeable future surplus of tonnage. The United States 
needs an active merchant marine for national defense, and we 
must not create conditions in which that merchant marine 
cannot survive. 

Whatever transfers may be arranged under the above condi- 
tions, a considerable amount of shipping will remain under the 
ownership of the United States Government. In order for this 
tonnage to continue to be available for the carriage of essen- 
tial cargoes of coal, grain, and other commodities, it is im- 
portant that Congress should extend the authority of the Mari- 
time Commission to bareboat charter these vessels at least one 
more year beyond the present deadline of March 1, 1948. 

To promote maximum flexibility in handling the Marshall 
Plan bulk cargoes and to avoid the cost and administrative 
delays involved in moving bulk carriers in and out of the laid- 
up fleet, a working reserve of at least 100 Liberty vessels 
should be maintained for ready availability. 

b. Tankers. Tankers present a somewhat special problem. 
In the first place, the position here is one of prospective world 
shortage rather than surplus. In the second place, it is gen- 
erally recognized that the great bulk of Europe’s required pe- 
troleum imports, most of which will come from the Eastern 
Hemisphere in the future, will and should be carried in for- 
eign flag vessels. Hence it is appropriate to transfer to foreign 
flag anv United States surplus tankers which are not re- 
quired for our own import programs insofar as this can be 
done without jeopardizing national defense. 

The Committee recommends as part of the aid program the 
transfer to foreign governments of some special tanker types 
now in lay-up. These vessels, consisting principally of nearly 
60 Liberty tankers, are not needed by United States interests 
and they could be sold by the receiving governments to private 
interests in foreign countries for local currency. 

The Committee also recommends the construction in Amer- 
ican vards of some new, large, fast tankers for the American 
oil companies to ease the prospective tanker shortage and 
strengthen our fleet available for defense. These tankers should 
be designed in co-operation with the Navy so as to incor- 
porate such special features as to speed, etc., as the Navy mav 
desire. Such construction would release additional numbers 
of our older tanker types for sale to foreigners. 

It is further suggested that the presently planned balance 
between foreign construction of dry-cargo and tanker vessels 


be shifted to provide for more tanker construction and less 
dry-cargo. 
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In order to meet any possible tanker-operating contingency, 
Congress should extend beyond March 1 the authority for 
operation of United States Government-owned tankers under 
general agency agreements. 

4. DOLLAR SHIPPING COSTS. The Paris countries es- 
timate that their gross dollar expenses for ocean freight for 
the four-year period will amount to about $1,200,000,000 for 
dry cargo and $500 million for tanker freight charges. It 
should be possible to reduce the total of $1,700,000,000 to 
the neighborhood of a billion dollars. In the first place, the 
cargo requirements with which the Paris Conference was 
working will be reduced somewhat by lack of availabilities. 
Second, their original figure includes over $200 million to be 
paid foreign flag vessels for carrying cargo to Europe from 
areas other than the United States. It does not seem appro- 
priate to supply the Paris countries with dollars for this pur- 
pose. Third, the tanker dollar freights can be very greatly 
reduced by the transfers abroad and the additional foreign 
construction proposed. Finally, the bulk freight rate assumed 
in the Paris calculation is unrealistically high. 

It is argued that this dollar cost could be still further re- 
duced if United States would transfer additional vessels abroad 
for foreign flag operation in the bulk trades over and above 
those exchanged for reduced foreign construction. Since it is 
not seriously proposed that the United States should abandon 
its liner fleet, the potential savings are limited to the $500 mil- 
lion that Europe will probably require to cover dollar freights 
on United States tramp vessels. Even this estimate exaggerates 
the savings obtainable from transfers, since under foreign flag 
these vessels would continue to have substantial dollar ex- 
penses. The limited financial savings are not sufficient to justify 
the drain on United States resources for national defense 
which such transfers would involve. 

5. EUROPEAN INLAND TRANSPORT. a. General. The 
transport system of Western Europe, which was badly dam- 
aged by the war, has made considerable progress toward re- 
covery. Nevertheless, it was barely able to squeak through the 
winter of 1946-47 without a major breakdown, chiefly as a 
result of crises in Western Germany. There were instances in 
which food spoiled, coal had to be stockpiled at mines, and 
raw materials could not get into the productive process for 
lack of adequate transport. It is clear that this is one of the 
most vital spots in the whole foreign-aid program, since if 
Europe’s transport system cannot carry a minimum load, im- 
ported commodities cannot be distributed, and it is useless to 
hope for a revival of the European economy. 

This is mostly a problem of effective action in Europe, and 
especially in the Bizone, although, even with such action, help 
from the United States in the form of equipment and raw ma- 
terials for equipment will be required. Germany lies at the 
heart of the problem for three reasons. Firstly, Germany is 
physically in the middle of Europe and many of the shortest 
routes between other countries lie across German territory. 
Secondly, the most important single production problem on the 
Continent, from the standpoint of the Paris countries, is Ruhr 
coal, and without adequate German transport facilities, Ruhr 
coal cannot be distributed to the West. Thirdly, a principal 
barrier to the re-establishment of efficient transport service in 
Europe is the difficulty placed in the way of the international 
movement of goods by the lack of currency convertibility. 
This problem is more serious between Germany and the rest 
of Europe than between any of the Paris countries. Such steps 
as are recommended elsewhere in this report for restoring 
normalcy of operations in the German economy generally will 
have a more beneficial effect on European transport than any 
other one factor. But a minimal rehabilitation of the German 
transport system is itself a necessary condition for the restora- 
tion of other normal functions of the German economy. 

b. Railway equipment requirements. The Paris countries 
report that, if they receive adequate supplies of raw materials, 
they can supply all their own needs for transportation equip- 
ment (except possibly railroad passenger cars) and in addition 


produce a surplus of 124,000 cars over the four years for ex- 
port to the Bizone. Their stated needs do not appear to involve 
any unreasonable increase in traffic over current levels. Un- 
fortunately, however, they seem to have grossly overestimated 
what they can do to expand their own car supply. It seems 
most unlikely that they will be able to help Germany to any 
significant degree. In fact, they will have to put great emphasis 
on their repair programs, make maximum use of their water- 
way and highway facilities, and utilize their railroads as effi- 
ciently as possible in order to meet their own minimum 
requirements. 

c. Self-help measures. The Paris Conference countries 
should push forward with a number of measures of self-help to 
improve their own transport position. Their inland transport 
program, including new production, replacement, and repair, 
will require some 16 million tons of steel over four years, or 
about one twelfth of the total steel they hope to have available. 
Unless these countries place a top priority on steel for trans- 
port purposes their transport systems will not be able to meet 
the demands of reviving European production. The United 
States should urge Paris Conference countries to give trans- 
portation requirements top priority for procurement of steel. 
Less essential uses, such as shipbuilding, should take second 
place. Otherwise aid will not be effective. 

There has been inadequate attention paid in Europe to the 
needs and possibilities of international highway transport. 
For the most part trucks cannot move across national bound- 
aries. Progress must be made with an international convention 
or with bilateral agreements facilitating international trucking. 
The European countries should give consideration to the con- 
tinued import of trucks from this country (which the United 
States can easily supply) as a means of relieving congestion 
on the railroads. 

The return of railway cars to their country of origin is es- 
sential to facilitate repair. This depends on the re-establish- 
ment of the car-exchange arrangements in operation before the 
war. Difficult questions of ownership continue to arise which 
could prolong negotiations for such a scheme for many months. 
This delay must not be allowed to occur. ‘The solutions ap- 
propriate to these problems must be worked out by the coun- 
tries concerned in whatever fashion they see fit. The United 
States agencies which are responsible for operations under any 
economic assistance program should insist that effective solu- 
tions be arrived at, and quickly. 

d. The German transport problem. The Bizonal authorities 
have stated a requirement for 41,000 new freight cars by the 
end of 1948. If they do not get these cars, it seems probable 
that their serviceable car park may well fall by that time by as 
much as 7 or 8 per cent below the critically low level of Janu- 
ary 1947. The requirement as stated seems a reasonable one, 
even assuming an effective repair program and arrangements 
for a fuller use of the Rhine and other waterways. On the 
other hand, the freight car position in this country is so tight 
that the United States cannot safely and wisely plan to export 
during 1948 the number of cars requested. To strip our own 
railway system to the point where the export program could 
not be handled at this end would be to cut off our nose to spite 
our face. However, the Committee does recommend that every 
effort be made to supply from this country some:20,000 freight 
cars (the equivalent of about 10,000 domestic cars) for Ger- 
many during 1948. : 

These cars, however, which will not solve the ‘German trans- 
port problem by any means, must not be regarded as in 
any degree a substitute for an intensive repair program in 
Germany which must be pressed with the utmost vigor. Ade- 
quate steel for this repair program is even more important 
than new cars. 7 

Furthermore, the supply of these cars, vital as it is in meet- 
ing the immediate problem, is in no sense a long-run solution 
to the German transport problem. More fundamental steps 
must be taken to use the Rhine and other waterways more 
effectively and to integrate transport rehabilitation with a com- 
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prehensive plan to bring the German economy up to the re- 
stricted levels of activity now agreed to. 

The Rhine, normally the backbone of transport for the bulk 
exports of the Ruhr, is not now being fully utilized because of a 
disagreement over financial matters. There is now very con- 
siderable tug and barge capacity lying idle in Holland and 
Belgium because the Bizonal authorities and the Netherlands 
and Belgian governments cannot agree on a plan for the re- 
ciprocal use of the Rhine by the river vessels of all three 
countries, This plan, as recently discusstd, involves using the 
Low Country ports for the movement of cargo destined for the 
Bizone, which now passes through Hamburg and Bremen. 
The Low Countries feel they should get some current return 
for handling this cargo, while the United States military au- 
thorities contend that their appropriations will not permit them 
to spend any additional dollars on cargo-handling charges. If 
this matter could be settled, the resulting clearing arrange- 
ments might permit the movement of as much as 10 million 
tons more coal a year from the Ruhr. In cases such as this, 
where inadequate appropriations for OMGUS (Office of Mili- 
tary Government, U. S.) are limiting the effectiveness of Euro- 
pean transport facilities, the United States should certainly 
provide the relatively small additional amounts necessary to 
re-establish normal Rhine traffic. It would be the height of 
folly to permit a small financial impediment to stand in the 
way of an improvement in transport which could make a major 
contribution to the recovery of Germariy and Europe. 


G. Other Machinery 


In addition to the programs specifically covered by the tech- 
nical committees, the CEEC report includes an item of 
$1,148,000,000 of other equipment required from the Ameri- 
can continent “to create new capacity or to restore or replace 
damaged capacity.” No indication is available as to how this 
estimate was derived or what is included. Hence it is not pos- 
sible to draw any conclusions as to the reasonableness or the 
urgency of the requirement. 

There is in addition an unspecified amount of equipment 
and parts required for normal repairs and replacements. On 
the other hand, the equipment requirements reported by the 
technical committees—and discussed elsewhere in this report 
—~include materials, such as steel pipe, as well as machinery in 
the narrower sense. The total amount of machinery imports in- 
cluded in their four-year program appears to be in the neigh- 
borhood of $5 billion, but this is only a rough approximation. 

In most instances it has not been possible to segregate the 
machinery items in the import requirements so that they can 
be related either to United States’ productive capacity or to 
present exports. In only two instances are the requirement 
estimates even approximately equivalent to American produc- 
tion and export data, These are agricultural and _ railroad 
equipment, Deducting these two programs leaves a balance 
of over $3 billion of other machinery, or roughly $800 million 
per year, 

Total exports of producers’ machinery from the United 
States to these countries, excluding the same two categories, 
were at the annual rate of less than half a billion dollars in 
the first half of 1947. Allowing for the crudity of the calcula- 
tion, and for some uncertainty as to the basis of the dollar 
valuation, it would appear that they are asking for sub- 
stantially more than they have been getting. 

Some indication of the composition of European machinery 
requirements can be gleaned from recent U. S. exports to that 
area, In the first half of 1947, and again excluding railroad and 
agricultural equipment, these were made up as follows: 

Metal-working machinery 22 per cent 


Trucks 1] 

Construction and conveying equipment Bi: “ae 
Office machinery bes 
Textile, sewing, and shoe machinery G7 F 
All other he: 
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With some important exceptions, notably machine tools, de- 
mand for most items of producers’ equipment is well in excess 
of domestic production. Output is limited by shortages of steel, 
particularly sheet and strip and particularly where steel is a 
relatively large part of the value of the finished product. Out- 
put of many items is also limited by plant capacity. Moderate 
increases in production are expected over the next year as ad- 
ditional steel becomes available and additional capacity comes 
into operation. 

The very high domestic demand reflects in part the war- 
time accrual of replacements and in large part the effort to 
expand and modernize production facilities quickly to meet 
the needs of a much higher than prewar level of national 
output. Maintaining or increasing exports of equipment means 
delaying that process and spreading the backlog of domestic 
demands over a longer period of time. Even total elimination 
of exports, however, would not balance supply and demand 
in important instances. 

In general, the foreign demand is also far in excess of the 


_recent rate of exports. However, only about one fourth of those 


exports have been going to Europe. As the gold and dollar 
balances held by the rest of the world are exhausted, there may 
be some decline in non-European exports and, therefore, a 
greater availability for European aid, even without any de- 
liberate policy of diversion. . 


H. Other Goods 


1. GENERAL. The CEEC report presented a very large 
figure, not broken down into detailed commodities, for mis- 
cellaneous requirements. Some of these goods have been con- 
sidered in previous parts of this report in the sections to which 
they are relevant; thus, account has been taken of ships in the 
transport section, of pipes and tubes in the section on iron and 
steel, and so forth. 

There remains a considerable number of other items for 
which no specific requests were submitted, but which were 
covered in this miscellaneous category. In the absence of 
detailed data, no searching examination has been possible. The 
Committee nevertheless believes that the export, even at 
present rates, of some of these commodities will exert an infla- 
tionary effect on the United States economy, although some 
others may be in relatively free supply. In view of this, and 
of the fact that European production of these goods may in- 
crease during the latter part of the four-year period, the Com- 
mittee recommends that decisions as to the appropriate level 
of exports be left to the administrator of a European Recovery 
Program, The agencies presently charged with operation of 
export controls should continue to exercise strict regulation of 
such exports, and they should consult with the administrator 
of a European Recovery Program as to the extent to which 
exports of these goods are advisable. 

Data on the amounts which may be available for export are 
indicated in the accompanying table. It must be emphasized, 
however, that the figures which are shown under the heading 
“Available for Export” are not necessarily the amounts which 
the Committee regards as advisable to furnish to Europe. 

Comments on several of the commodities, on the basis of 
meager statistical data, are presented below. 

2. COTTON. Preliminary analysis of the CEEC report in- 
dicates that in 1947-48 the European demand on the United 
States for raw cotton will be in the neighborhood of 2,500,000 
bales. This will certainly be at or near the upper limit of our 
ability to export, and, unless mill consumption declines con- 
siderably from the 1946-47 level, may be more than we can 
achieve. Careful screening of requirements and intelligent ad- 
ministration of export controls will be necessary if exports of 
such magnitude are made during the 1947-48 crop year. In . 
succeeding years it seems probable that increased world pro- 
duction may relieve the situation to some extent. ) 

3. OTHER FIBERS: The only other textile fiber mentioned 
in the CEEC report was wool. As the United States is a net 




















Available Supply, U.S. Consumption, and 
Amount for Export of Selected Commodities, 1948 
Available Current rate of (1) 
1948 Estimated for Export Exports (1947) 
Potential 1948 Available U.S. % of % of 
Commodity Unit Production Imports Supply Consumption Actual Prod. Actual Prod. 
Textiles 
Raw cotton mil. bales 11.5(2) 2 11.7 9.5(3) 22 18.8 3.5 29.7 
Linters 1,000 bales 1,230 100 1,330 1,250 80 6.5 60 49 
Cotton cloth mil. sq. yds. 11,118 30 11,148 10,148 1000 9.0 900 8.1 
Rayon fiber mil. Ibs. 1,075 50 1,125 1,080 45 4.2 45 4.2 
* Rayon fabric mil. yds. 2.035 3 2.033 1,798 240 11.8 240 11.8 
Cotton tire cord 1,000 Ibs. 290,000 0 290,000 184,000 106,000 36.6 13,000 4.5 
* Rayon tire cord 1,000 Ibs. 210,000 0 210,000 191,000 19,000 9.0 19,000 9.0 
*Hard cordage, rope & twine mil. lbs. 505 56 561 555 6 1.2 3.6 sd 
* Raw jute & butts long tons 0 95,000 95,000 95,000 0 0 0 0 
* Burlap & jute bags mil. Ibs. 500 40 540 520 20 4.0 20 4.0 
Lumber mil. bd. ft. 35,500 1,200 36,700 35,700 1000 28 1000 2.8 
Pulp and paper 
° Total paper & board 1,000 short tons 21,800 4,080 25,860 25,195 665 3.0 355 1.6 
* Total paper products 1,000 short tons 12,000 10 12,010 11,760 250 2.1 120 1.0 
on wood pulp 1,000 short tons 12,500 2,200 14,700 14,510 190 1.5 135 «1.1 
Leather 
*Sole, welting & offal, bovine 1,000 lbs. 380,000 5,150 385,150 377,900 7,250 1.9 5,250 1.3 
* Upper and lining 1,000 sq. ft. 1,315,000 16,000 1,331,000 1,285,400 45,600 3.5 47,850 3.6 
*Glove and garment 1,000 sq. ft. 430,000 1,750 431,750 421,750 10000 23 12125 28 
Leather manufactures 
Boots and shoes 1,000 prs. 475,000 3,000 478,000 471,000 7,000 1.5 7,200 1.5 
Rubber 
Pass. car tires 1,000 units 70,059 0 70,059 61,425 8,634 12.3 1698 2.4 
Truck-bus tires 1,000 units 15,803 0 15,803 10,675 5,128 32.4 1,693 10.7 
°Conveyor belting 1,000 Ibs. 50,000 0 50,000 50,000 0 0 6,600 12.9 
*Indicates commodities where domestic demand will exceed supply regardless of exports. 
(1) Based on first 6 months. (2) 1946-47 crop. (3) Assuming this level of mill consumption. 








importer of wool, there are no apparent requirements for that 
commodity from this country. It appears that world supplies 
- will be adequate, although mill consumption at present rates 
will reduce world carryover to some extent. There have been 
no indications of any requirements for rayon, jute or other 
natural fibers. It is felt that whatever needs develop within 
the participating countries will be met by sources outside the 
United States. 

4. TIMBER. The world, including the United States, has 
an inadequate supply of softwood timber and of the better- 
quality hardwoods, Although the available data on European 
requirements do not show clearly what kinds and grades are 
wanted, indications are that the demand will be heaviest on 
the more critical items, those that are in short supply in the 
United States. If some flexibility as to grades and species is 
permitted, it would seem that the quantities of timber prod- 
ucts needed from American sources over the four-year period, 
around $418 millions, is within reason. More detail is needed 
as to the requirements of equipment for logging, sawmills and 
veneer mills. It is felt that some scaling down may be necessary 
in this area, particularly in view of the fact that it is doubtful 
that the full request for $57,330,000 from the United States 
could be met in the four-year period. 

5. WORLD PULP AND PAPER. There appear to be no 
requirements on the United States for wood pulp or for 
paper. The United States will, in 1948 and succeeding 
years, be in a position to export sizable quantities of paper 
products if needed for European recovery. This will only be 
true in the event that there is no important diversion of the 
present shipments of Scandinavian pulp to United States 
manufacturers. 

6. HIDES, LEATHER AND SHOES. In the CEEC report 
no details are given as to requirements of hides, leather and 
shoes. As Europe does not traditionally import any sizable 
amounts of those commodities from the United States, it is 


felt that demands in this area will probably be small. There 
are indications that the requirements during 1948 may be 
in the neighborhood of one million cattle hides. This is very 
close to estimated exports for 1947, which have produced a 
shortage on the domestic market. If the unusually high domes- 
tic cattle kill is not continued in 1948, it is probable that ex- 
ports of this magnitude would result in a severe strain on the 
United States leather and shoe producers. 

7. RUBBER PRODUCTS. In the field of rubber products, 
few problems are presented other than conveyor belting. All 
transportation items are in free supply and proven capacity is 
available to produce at a rate far greater than any foreseeable 
demand, Crude rubber is a strategic material which could be 
purchased for adding to the Government stockpile sometime in 
the future whien the world supply-demand position would 
permit. 

Conveyor belting is the only major rubber product where a 
serious shortage exists. Production capacity is being increased, 
but the outlook for 1948 is that domestic demand will exceed 
the total production for that year. Requests of the European 
nations for 1948 alone are equal to about one half of the United 
States’ estimated production. The Committee recommends 
that these requests be carefully screened with respect to how 
much conveyor belting could actually be put to use in Euro- 
pean coal mines during the next four years and particularly 
in 1948. 

8. CHEMICALS. Requirements of chemicals were not 
given in the CEEC report, but estimates have been made that 
indicate that the total demand in 1948 on the United States 
may be in the neighborhood of $260 millions. As the total 
estimated output of the United States’ chemical industry is 
around $9 billions annually, this figure represents a very small 
portion of the total. Nevertheless, there are some critical areas 
where any increase in exports could have a serious effect on 
the domestic industry. 
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British Labor's Lack 
Of Managerial Talent 


Great Britain’s Socialists, hard 
pressed by economic troubles, have 
decided to put the future of their Gov- 
ernment pretty much in the hands of 
one man, Sir Stafford Cripps. That is 
why Cripps was chosen to take over 
the Treasury when Hugh Dalton was 
forced out. Now Cripps has control 
of British finances as well as of most 
of the country’s economy. Responsi- 
bility for recovery is largely concen- 
trated in his office. 


o 0o 0 


Actually, Britain’s Labor Govern- 
ment was almost forced to turn to Sir 
Stafford Cripps when Hugh Dalton 
quit as Chancellor of the Exchequer. 
The Laborites are suffering from a 
shortage of managerial experience—a 
fact Cripps himself once pointed out 
to the Labor Party. 


o 0 90 


The United States Military Govern- 
ment in Germany is making a “loyalty 
test” of its American employes. A 
questionnaire asks about Communist 
background and goes into the indi- 
vidual’s family history for two genera- 
tions. One result has been that many 
employes are afraid to talk with out- 
siders about their work in the occupa- 
tion. 


oo 9 


The new policy of combating Rus- 
sian propaganda with blunt talk has 
brought a shift in the “Voice of Amer- 
ica” broadcasts of the U. S. Govern- 
ment. News that tends to put Russia 
or communism in an unfavorable light 
in other countries is being given more 
emphasis. The information project is 
taking on many of the aspects of “psy- 
chological warfare.” 
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Experts preparing for the Foreign 
Ministers Conference in London came 






U.S. ‘Loyalty Test’ 
Of Staff in Germany 


up with the conclusion that the Soviet 
zone of Germany, even if unified with 
the West, could contribute but little 
to the country’s economic recovery. 
The real economic treasury of Eastern 


Germany already has been taken over 
by Poland. 
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Insiders in London say the Labor 
Government was glad to see Hugh 
Dalton leave as head of the British 
Treasury. There is a general belief 
that Dalton lost standing with fellow 
Cabinet members because of the way 
he handled the United States loan. 
When he broke tradition and tipped 
off his budget message, some of his 
colleagues snapped up the opportu- 
nity to retire him. 
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The U. S. State Department is mak- 
ing its own plans for administering the 
Marshall Plan, even though Congress 
might decide to put the responsibility 
somewhere else. State, for example, 
already has selected 16 career men of 
the Diplomatic Service to be assigned 
to the 16 countries of Western Eu- 
rope, once the program is started. 
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President Juan D. Peron has or- 
dered an investigation into the con- 
duct of the Government's export mo- 
nopoly in Argentina. The investigation 
was undertaken quietly at about the 
time rumors began circulating that 
the powers of the monopoly would 
be curtailed soon. 
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Inside reason for Russia’s delaying 
tactics on a settlement for Germany 
is the fact that plans to Sovietize the 


New Attack on Russia 
By ‘Voice of America’ 


Russian zone of that country are not 
working out. The Kremlin would like 
to avoid talking about such controver- 
sial things as denazification, boundary 
adjustments and the length of military 
occupation until it has had more time 
to get communism established in its 
German territories. 


o 90 °O 


The Italian police will avoid taking 
stern measures against Communist 
demonstrators whenever possible, un- 
til the Italian Assembly closes at the 
end of December. After that time, 
they are ready to crack down hard 
against political disorders. 
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The sudden emergence of General 
Charles de Gaulle as a strong political 
factor in France caught both Britain 
and the United States by complete 
surprise. Diplomatic observers who 
were in the country only a few weeks 
ahead of the recent elections had no 
idea of what was coming. 
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Rapid recovery in the Don basin 
has brought Soviet coal production up 
to an annual rate of about 190 million 
tons. The rising output of the Soviet 
mines is reflected in reduced demands 
on Poland for coal deliveries. This 
could mean more Polish coal for 
Western Europe. 
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There still is a possibility that Po- 
land will get a loan from the World 
Bank. Officials want to be satisfied, 
however, that the country will be able 
to get mining equipment, produce all 
the coal it says it can and win Russia’s 
support for increasing deliveries to 
Western Europe if the proposed loan 
is granted. Russia's attitude will have 
much influence on Poland’s chances 
of getting the loan. 
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